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MONDAY AFTERNOON SESSION—ANNUAL BUSINESS MEETING
O ctober 3 , 1966
The m eeting reconvened a t  t h i r t y - e i g h t  m inutes p a s t 
two o ’c lo c k , P re s id e n t Trueblood p re s id in g .
PRESIDENT TRUEBLOOD: W ill th e  Members ta k e  t h e i r
s e a ts ,  p lease?  We w il l  commence t h i s  a f te rn o o n ’s p roceed ings
by th e  aw arding o f th e  E l i ja h  Watt S e l ls  Award—Kenneth B. 
Simpson, Chairman o f th e  Board o f Exam iners, i s  p re s id in g .
Kenneth?
MR. KENNETH B. SIMPSON [Chairman, Board o f Examin­
e r s ,  American I n s t i t u t e  o f C e r t i f ie d  P ub lic  A ccoun tan ts]: 
P re s id e n t T rueblood—and, s in c e  I  have no p o l i t i c a l  axe to  
g r in d —y e s , and Members, I  am su re  you a re  a l l  aware th a t  th e  
S e l ls  Awards a re  made p o s s ib le  th rough  a fund e s ta b lis h e d  in
memory o f th e  l a t e  E l i ja h  Watt S e l l s ;  based on th e  f i n a l
g rad ing  r e s u l t s  o f each o f th e  uniform  exam inations in  th e  
p a s t y e a r—from November, 1965/May, 1966—a gold medal i s  
awarded th e  f i r s t - p l a c e  aw ard, and a s i l v e r  medal fo r  th e
second p la c e .
I  a tte n d e d  my f i r s t  annual m eeting o f  t h i s  I n s t i t u t e  
in  Boston in  1950, and thus I  was p r iv i le g e d  to  w itn ess  my
f i r s t  S e l ls  Award p r e s e n ta t io n . I  remember th e  v ic a r io u s  t h r i l l .
th a t  I  had and th e  s l i g h t  tw inge o f envy th a t  I  experienced
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as  th e  su c c e s s fu l young men o f th a t  e ra  were p re se n ted  th o se  
aw ards. I  re tu rn e d  to  Boston a f t e r  s ix te e n  y ea rs  and am 
p r iv i le g e d ,  as  Chairman o f  th e  Board of Exam iners, to  in t r o ­
duce to  you an o th e r group o f f in e  young men. Remember th a t  
approx im ately  16,000 c a n d id a te s  s i t  a t  each exam ination  and 
between s ix ty - f iv e  and se v e n ty -fo u r  hundred of th o se  a re  s i t ­
t in g  fo r  th e  f i r s t  tim e and th e re fo re  a re  e l i g ib l e  to  compete 
fo r  th e se  aw ards. I  b e l ie v e , any c a n d id a te  who su c c e s s fu lly  
su rv iv e s  th e  to r tu r io u s ly  c o n tr iv e d  i s  e n t i t l e d  to  some s o r t  
o f  r e c o g n it io n , and I  w ish to  pay t r i b u t e  to  a l l  o f  them—and, 
I  do— b u t, th e se  fo u r  young men who a re  here  to d ay , th ey  have 
w r i t te n  papers o f such e x c e lle n c e  th a t  they  have been se le c te d  
by th e  Board of Examiners to  r e c e iv e  ta n g ib le  ev idence o f 
t h e i r  achievem ent in  th e  form o f S e l ls  medals to d a y . And, of 
c o u rse , in  s e le c t in g  th e se  fo u r  c a n d id a te s , th e re  were some 
tw enty papers o f each exam ination  th a t  were review ed and grad­
ed to  a r r iv e  a t  th e se  two su c c e s s fu l c a n d id a te s  in  each exami­
n a tio n . And, to  them, a l s o ,  I  extend my h e a r t i e s t  c o n g ra tu la ­
t io n s  .
The S i lv e r  Medal Winner on th e  November, 1965 ex - 
?
am ination  i s  Mr. James Nelson Cook, o f Texas. Mr. Cook, would 
you r i s e ,  p le a se ?  Come over here! [A pplause]
Jim  was born in  Big S p rin g s , Texas In 1942 and
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a tte n d e d  p u b lic  schoo ls  in  Garden C ity , Texas; g raduated  h igh  
school in  Odessa, Texas in  I960; d u rin g  th e  p e rio d  from 1960 
to  1965, a tte n d e d  R ice U n iv e rs ity , th e  U n iv e rs ity  of Houston 
and Texas T echno log ica l I n s t i t u t e ,  Try th a t  some tim e; you 
w il l  f in d  i t  tough! [L augh ter] He re c e iv e d  a B achelor of 
B usiness A d m in is tra tio n  D egree, w ith  Honors, from th a t  I n s t i ­
tu t io n  in  May, 1964. At Texas T echno log ica l C ollege Jim  was 
a Member o f Phi Kappa Phi and Rho D e lta  P s i .  From January  1,
1965 u n t i l  g rad u a tio n  he was a ls o  employed on a p a r t- t im e  
7
b a s is  a s  a  Ju n io r  A ccountant by Herman L. B aker, CPA, Lubbock, 
Texas. He jo in e d  th e  s t a f f  o f  P e a t, Marwick, M itch e ll and 
Company in  Houston in  June, 1965 b u t, a s  i s  so o f te n  th e  case  
th e se  d ay s , th e  long arm o f Uncle Sam reached  ou t and has 
te m p o ra rily  in te r ru p te d  h is  p la n s . S ince January  he has been
se rv in g  as  a Second L ieu ten an t in  th e  Q uarte rm aster Corps o f
th e  Army, s ta t io n e d  a t  F o rt Lee, V irg in ia .
?
Jim M arried Miss B arbara DuChamp, o f Houston, Texas, 
in  1962 and they  and t h e i r  two c h i ld re n  now r e s id e  in  R ich­
mond, V irg in ia ,  where h is  fam ily  has r e c e n t ly  jo in e d  him. 
U n fo r tu n a te ly , Mrs. Cook cou ld  not be w ith  us to d ay ; she i s  
having to  s ta y  a t  home and ta k e  c a re  of th e  two c h i ld re n —and, 
j u s t  having moved, I  u n d erstan d  and I  know you w i l l  understand  
what a problem  i t  i s .
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Jim , would you come fo rw ard , p le a se ?  [A pplause]
The S ilv e r  Medal Winner in  th e  May, 1966 exam ination  
9
i s  Mr, Mark J .  B ro o k le r, who i s  a ls o  from Texas. I t  seems 
th e re  i s  a h a b it  o f some s o r t  o f—what s h a l l  I  say? Anyway, 
th e y ’ve got th e  m arket c o rn e re d . Mark was born in  New York 
C ity  in  1944; h is  fam ily  lo s t  no tim e w hatsoever in  removing 
him to  th e  w ide, open spaces in  Beaumont, Texas in  1946, where 
he a tte n d e d  p u b lic  sch o o l, g rad u a tin g  from Beaumont High 
School in  1962. He a tte n d e d  th e  U n iv e rs ity  o f Texas and, in  
Jan u ary , 1966, was awarded a deg ree  o f B achelor of B usiness 
A d m in is tra tio n  w ith  H ighest Honors. While a t  th e  U n iv e rs ity  
he was e le c te d  to  membership in  Beta Alpha P s i ,  B eta Gamma 
Sigma and Phi Kappa P s i ,  and was th e  r e c ip ie n t  o f th e  H askins 
and S e l ls  Foundation award; th e r e f o r e ,  i t  i s  n e e d le s s  to  say ,
he i s  now w ith  th e  H askins and S e l l s  o f f ic e  in  H ouston.
In  January  o f t h i s  year he m arried  th e  form er Miss
9*
B arbara Wisner of Houston, where th ey  now r e s id e ,  and Mrs. 
Wisner knows how good her husband i s ,  and th e  p u l l  o f th e  
l a d i e s ’ e n te r ta in m e n t, th e  to u r s ,  h e re , in  B oston, was too  
much fo r  h e r , and she has gone on a to u r .  She w il l  hear 
enough of t h i s  acco u n tin g  b u s in e ss  l a t e r ,  I  am su re .
Would you come fo rw a rd , p le a s e ?  [A p p la u se ]
The Gold Medal Winner in  th e  November, 1965 exam ination
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i s  Mr. R obert E. W ales, J r . ,  o f Alabama. Bob i s  a n a t iv e  o f 
Birmingham, where he was born in  1938. He a tte n d e d  v a r io u s  
p u b lic  schoo ls  in  Birmingham, was g raduated  from Woodlawn 
High School in  1946. He e n l i s te d  in  th e  U nited S ta te s  Marine 
Corps in  th a t  year and served  a t  th e  Marine Corps school a t  
Q uantico , V irg in ia  u n t i l  h is  r e le a s e  in  1958. D uring th e  p e r ­
iod from 1958 to  1961 he a tte n d e d  th e  U n iv e rs ity  o f Alabama 
on th e  main campus a t  T uscaloosa and a t  th e  U n iv e rs ity  Exten­
s io n  C entre in  Birmingham. D uring p a r t  of t h i s  p e rio d  he
was employeed by th e  F ed era l R eserve Bank in  Birmingham; in  
1964 re tu rn e d  to  th e  U n iv e rs ity  o f Alabama and re c e iv e d  a 
B achelor o f Science Degree in  Commerce and B usiness Adminis­
t r a t i o n ,  m ajoring  in  a c c o u n tin g . In  June, 1962, he jo in e d  th e  
s t a f f  o f th e  accounting f irm  of H askins and S e l l s ,  Birmingham;
i s  p re s e n tly  a S en io r A ccountant of th a t  f irm .
?
Bob M arried Miss C a ro lin e  P. G a rre tt  o f Birmingham
in  1957 and he and h is w ife now r e s id e  w ith  t h e i r  th re e
c h ild re n  in  th e  e a s te rn  s e c tio n  o f Birmingham, where th ey  a re  
members o f th e  B a p tis t  Church. Mrs. Wales a lso  i s  en tran ced  
by th e  en te r ta in m e n t fo rc e  o f  th e  la d ie s ,  h e re .
Bob, would you come forw ard , p le a se ?  [A pplause]
I  have tu r n e d  i t  o v e r  a  l i t t l e  to o  so o n , I  t h in k !
The Gold Medal Winner in  th e  May, 1966 exam ination , Mr. Roger
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Edward W essler, of I l l i n o i s !  Roger was born in  Chicago in  
1944 and he a tte n d e d  p a ro c h ia l sch o o ls  in  Chicago and g ra d u a t­
ed from Mendel High School in  1962. Roger i s  c u r r e n t ly  a 
s tu d e n t a t  th e  U n iv e rs ity  o f I l l i n o i s —and, th a t  may s u rp r is e  
some o f you from ou t in  th e  Fa r  West and Far South among them. 
He could  pass h is  exam ination  b efo re  he got out o f sch o o l, but 
such i s  th e  I l l i n o i s  law [ s i c . ] .  He ex p ec ts  to  r e c e iv e  a 
degree of B achelor in  S cience and A ccounting , w ith  Honors, in  
F eb ru ary , 1967. He i s  a Member o f th e  Commerce Honors Program 
a t  th e  U n iv e rs ity ; has re c e iv e d  re c o g n itio n  on th e  Dean’ s L is t  
fo r  th e  p a s t e ig h t se m este rs ; has been awarded th e  U n iv e rs ity  
Bronze Key fo r  e x c e lle n c e  in  sc h o la rsh ip  and i s  a Member o f 
Beta Alpha P s i ,  Gama Sigma and Alpha Kappa P s i ,  an honorary 
b u s in e ss  f r a t e r n i t y ;  i s  a c t iv e  in  in tra m u ra l a t h l e t i c s  a t  th e  
U n iv e rs ity  and, in  h is  spare  tim e , se rv e s  a s  p re c in c t  c a p ta in  
in  th e  N inth  P re c in c t ,  Tenth Ward of C hicago.
But i s  unm arried , but a very  proud f a th e r  i s  here 
today  w ith  him and, i f  he would, I  would l ik e  fo r  him to  stand
?
up and would l ik e  to  p re se n t to  you, Mr. Edward R. R usslade , 
of Chicago! [A pplause]
By th e  way, Bob t e l l s  me, or Roger t e l l s  me, th a t  he 
w il l  be going on to  g rad u a te  sch o o l; he has no t ye t d e te r ­
mined w hether i t  w i l l  be a t  th e  U n iv e rs ity  o f  I l l i n o i s ,  th e
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U n iv e rs ity  of W isconsin or UCLA, but he i s  in te r e s te d  in  going 
to  school in  th a t  p a r t i c u la r  a re a  where he i s  r e c r u i te d  fo r  
a jo b , and he w i l l  s t a r t  r e c r u i t i n g  next week [ s i c . ] !  [Laughter ] 
I f  any o f you wish to  get an e a r ly  jump on th e  d e a l ,  th e  l in e
forms over here on th e  l e f t !
W ell, th e se  a re  t h i s  y e a r ’ s r e c ip ie n t s  o f  th e  S e l l s  
aw ards b u t, i f  you people w il l  bear w ith  me a few moments, I 
would l ik e  to  make one or two o th e r  in tro d u c t io n s .  You w il l  
r e c a l l ,  a t  th e  s t a r t ,  I  spoke o f having w itn essed  my f i r s t  
S e l ls  Award p re s e n ta t io n  here in  Boston s ix te e n  y ea rs  ago; in  
g a th e r in g  in fo rm atio n  on th e  c u r re n t ones, I wondered a s  to  
th e  w hereabouts o f  th o se  m ental g ia n ts  o f s ix te e n  y ea rs  ago .
With th e  a id  o f  B i l l  B r i s s l id e ,  th e  D ire c to r  of E xam inations 
o f th e  I n s t i t u t e ,  th e s e  n o -lo n g e r-q u ite -so -y o u n g  men were 
c o n ta c te d  to  le a rn  i f  they  would be in  Boston fo r  t h i s  m eeting , 
and I  am happy to  r e p o r t  th a t  two o f th o se  fo u r  w inners in  
1950 have re tu rn e d  to  th e  scene o f t h e i r  f i r s t  p ro fe s s io n a l  
trium ph in  an e f f o r t  to  re c a p tu re  some o f  t h e i r  l o s t  you th .
9
The o th e r  two—John R ichard  H ersh fe ld  of Oaklahoma, w inner o f
th e  f i r s t  award in  th e  1949 ex am in a tio n s, and Mr. George Max- 
?
w ell M c C a llis te r  of C a l i f o rn ia ,  winner o f th e  f i r s t  award in  
th e  1950 exam ina tions—were unable to  be w ith  u s .
Mr. H ersh fe ld  i s  now a p a r tn e r  in  th e  Houston,
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Texas o f f ic e  of P e a t, Marwick, M itch e ll and Company, where 
our c u r re n t w inner, Jim  Cook, hopes to  r e tu r n  a f t e r  he has 
f in is h e d  h is  army s e rv ic e ,  and Mr. M c C a llis te r  i s  Manager of 
F in a n c ia l  S e rv ic e s  w ith  C o n so lid a ted  E lectrodynam ics C orpora­
t io n ,  Pasadena, C a l i f o rn ia .
We have w ith  u s , however, to d a y , th e  winner of th e  
second award in  bo th  th e  November, 1949 and May, 1950 examina­
t i o n s .  Whatever e f f o r t  th ey  expended to  g e t h e re , I  am not 
s u re , but i t  c a l l s  to  my mind th e  slogan  o f  th e  se c o n d - la rg e s t
c a r - r e n ta l  agency in  t h i s  c o u n try , "We t r y  h a rd e r ."
?
Mr. David F ra n k lin  Wentworth of Iowa was th e  S ilv e r  
?
Medal Winner in  November, 1949. David jo in e d  Mc G ladly , Hansen 
Dunn and Company s h o r t ly  t h e r e a f t e r  and, in  1951 was made 
a R esiden t P a r tn e r  in  th e  D avenport, Iowa O ff ic e ; in  1955, 
became a G eneral P a r tn e r  of th a t  f irm ; was e le c te d  to  th e  
f i r m 's  Management Committee in  1962. In  1966 he was made 
E as te rn  Region A d m in is tra tiv e  P a r tn e r , re s p o n s ib le  fo r  th e  
o p e ra tio n s  o f n ine  o f f ic e s  of th a t  f irm . He has served  on 
innum erous com m ittees o f  th e  Iowa S o c ie ty ; i s  c u r r e n t ly  C h a ir­
man o f th e  Committee on Management o f  an A ccounting P ra c t ic e .
Mr. Wentworth i s  m arried  to  th e  form er Linda Kramer
o f B rig h to n , Iowa and , w ith  t h e i r  f iv e  c h i ld re n ,  now r e s id e  
in  D avenport, Iowa, and I 'd  l ik e  him to  stan d  and be rec o g n iz e d .
I s  he here? [A pplause]
You know, i t  suddenly occurs to  me; o f c o u rse , you 
know, when I  came in to  t h i s  room, one o f my Kentucky f r ie n d s  
say s , "Who i s  th e  most nervous— you o r th e  c a n d id a te s ? ”
And I  s a id ,  "W ell, I ’ l l  t e l l  you t h i s . I f  you’ve
got any w agering to  do, be t i t  on me because t h a t ’ s a su re
w inner. " I  am so u t t e r l y  confused  a t  t h i s  p o in t and , i f  Mr.
 
W essley w il l  come forw ard and accep t t h i s  t h i n g . . . [L aughter 
and ap p lau se ]
I  might say , I  was so in te r e s te d  in  g e t t in g  t h i s  
r e c ru it in g  l in e  form ing here on th e  l e f t ,  and w ith  h is  f a th e r ,  
who i s  the only  r e p r e s e n ta t iv e  th a t  we have w ith  u s , due to  
o th e r  problem s—Roger, may I  ap o lo g ize  to  you? [A pplause]
Now, i f  I  may, em barrassed a s  I  am, co n tin u e  a t  t h i s
p o in t ,  to  in tro d u ce  th e  S ilv e r  Medal Winner in  th e  May, 1950 
?
exam ination , Mr. W illiam  T. Desch, o f C olorado . B i l l  began
?
h is  p u b lic -a c c o u n tin g  c a re e r  w ith  Ralph B. Mayo and Company 
in  Denver in  Jan u ary , 1954 and was S ta f f  A ccountant w ith  th a t  
and th e  su ccesso r f irm , A rthur Young and Company, in  September 
1958; he was promoted to  Manager in  O ctober, 1958; P r in c ip a l  
in  O ctober, 1960 and a P a r tn e r  in  O ctober, 1964, and i s  now 
th e  Managing P a r tn e r  in  th e  Denver O ff ic e . For th re e  y ea rs  
p r io r  to  h is  a s s o c ia t io n  w ith  Ralph B. Mayo and Company he
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served  in  th e  U nited S ta te s  Army, p r in c ip a l ly  a s  Budget and
F is c a l  O ff ic e r .  Mr. Desch has w r i t te n  a number o f a r t i c l e s
fo r  p re s e n ta t io n  a t  v a rio u s  ta x  i n s t i t u t e s ;  has p repared  
m a te r ia l  fo r  in c lu s io n  in  th e  AICPA p ro fe ss io n a l-d ev e lo p m en t 
co u rse  in  e s t a t e  p la n n in g ; was fo rm erly  on th e  e d i t o r i a l
board of th e  O il and Gas Tax Q u arte rly  and i s  a  c o n tr ib u to r
to  th e  1966 e d i t io n  o f O il and Gas F ed e ra l Income T ax a tio n ,
?
by Floyd B. L ilm er. He has served  th e  Colorado S o c ie ty  of 
C e r t i f i e d  P ub lic  A ccountants a s  D ire c to r ,  S e c re ta ry , Vice 
P re s id e n t and, now, P re s id e n t .  D uring th e  coming year he 
w i l l  se rve  a s  th e  Member o f th e  S ta te  L e g is la t io n  Committee
of th e  American I n s t i t u t e  o f C e r t i f i e d  P ublic  A ccoun tan ts .
He has been a D ire c to r  of th e  Petroleum  A ccountants S o c ie ty  
of C olorado; d i r e c to r  of sem in ars, p u b l ic i ty  programs 
and m an u scrip ts  o f  th e  Denver C hapter o f th e  NAA and i s  c u r ­
r e n t ly  an in s t r u c to r  in  ta x a t io n  a t  Denver U n iv e rs ity  C ollege
of Law. Mr. Desch i s  m arried  to  th e  form er Minnie O to r ish io  
and , B i l l ,  i f  I  prounounce i t  in c o r r e c t ly ,  ad v ise  me l a t e r ,  
p le a s e , but he l iv e s  in  Denver w ith  h is  fam ily  and th e re  a re  
n in e  c h i ld re n .  Now, i f  you th in k  I  was k id d in g  when I  sa id  
”We t r y  h a r d e r ,” i t ’ s no t j u s t  a s lo g an ; you a re  wrong!
W ell, th e re  you have th e  new and th e  not q u ite  so 
o ld , and i t  i s  my p r iv i le g e  to  ex tend  s in c e re  c o n g ra tu la t io n s
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to  bo th  th e  c u r re n t and th e  p a s t w inners. [A pplause]
PRESIDENT TRUEBLOOD: Thank you, Ken. I  would l i k e ,  
now, to  reco g n ize  J .  T. K o e llin g , Chairman of th e  Committee
on Awards.
MR. J .  T. KOELLING [Chairman, Committee on Awards, 
American I n s t i t u t e  o f C e r t i f ie d  Public A cco u n tan ts]: At th e  
o u ts e t ,  I ’d l ik e  to  t e l l  you who th e  o th e r  Members o f th e  
Committee on Awards i s  t h i s  y e a r; th ey  c o n s is t  o f B i l l  Holm, 
E a r l P edelaho re , Hugh M ercer, John Ring and m yse lf. I  am sure 
most o f you know th a t  th e  f u l l  name o f th e  Committee i s  "The 
CPA Award fo r  D is tin g u ish e d  S e r v ic e ,” and we a re  charged w ith  
th e  r e s p o n s ib i l i t y  a s  a Committee of s e le c t in g  from anybody 
connected  w ith  th e  p ro fe s s io n  one who i s ,  in  going fo r  th e  
p ro fe s s io n  a s  a whole, i s  d is t in g u is h e d  when compared w ith  
o th e r  contem porary le a d e r s .
9
T his year we have s e le c te d  Lou Penny fo r  t h i s  aw ard. 
Lou, w i l l  you come fo rw ard , p le a se ?  [A pplause] Lou, i t ’ s 
my p r iv i le g e  a s  Chairman of th e  Committee to  p re se n t th e  Gold 
Medal Award fo r  D is tin g u ish e d  S erv ice  to  you. I t  was w ith  a 
g re a t d e a l of p le a s u re —f i r s t , I  want to  read  th e  c i t a t i o n  
th a t  accom panies th e  aw ard, i f  I  may. T his i s  th e  c i t a t i o n  
and s c r o l l  th a t  goes w ith  i t ,  and  I  w i l l  r e a d  i t  to  you b ecau se  
i t  summarizes very  b r ie f ly  and c o n c ise ly  what Lou’ s c o n tr ib u t io n
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to  th e  p ro fe s s io n  a s  a  whole has been. Many o f us who have
had th e  p r iv i le g e  o f working w ith  him th ro u g h  th e  y e a rs  w i l l
re c o g n ize  th a t  i t  m ust, of n e c e s s i ty ,  be a very  b r i e f  summary
o f what he has done fo r  our p ro fe s s io n . T his i s  th e  c i t a t i o n :
?
For over f o r ty - f iv e  y ea rs  Louis H. Pennick has e s ­
ta b l is h e d  a re co rd  of d is t in g u is h e d  s e rv ic e  w ith  a view 
to  h e lp in g  h is  fe llo w  man. Q uiet d e d ic a t io n  has been th e
hallm ark  o f h is  l i f e .  As a founder o f th e  West Coast f irm
th a t  b ea rs  h is  name, he devoted many y ea rs  to  se rv in g  th e  
needs o f c l i e n t s  in  keeping w ith  th e  h ig h e s t p ro fe s s io n a l
s ta n d a rd s . T his d e d ic a tio n  has c a r r ie d  over to  h is  p ro ­
f e s s io n a l  o rg a n iz a tio n  where he has c o n tr ib u te d  to  v i r t u a l l y  
a l l  o f t h e i r  major a c t i v i t i e s .  In  C a lifo rn ia  he was in ­
s tru m e n ta l in  develop ing  c lo s e r  r e l a t i o n s  w ith  th e  le g a l  
p ro fe s s io n ; he was a fre q u en t a d v iso r  on s t a t e  l e g i s l a t ­
iv e  m a tte rs  and served a s  P re s id e n t o f th e  C a lifo rn ia
S o c ie ty  o f C e r t i f ie d  Public A ccountants d u rin g  a p e rio d  of 
ra p id  growth. He has devoted  c o u n tle s s  hours to  th e  In ­
s t i t u t e  a s  a Member of C ouncil and many o f i t s  key commit­
t e e s ,  cu lm in a tin g  in  h is  e le c t io n  a s  P re s id e n t o f th e  
I n s t i t u t e  in  1958. Having o b ta in ed  th e  h ig h e s t o f f ic e  
w ith in  th e  p ro fe s s io n  he has co n tin u ed  to  add to  h is  d i s ­
t in g u ish e d  c a re e r  a t  a tim e when most men would be co n te n t
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w ith  t h e i r  p a s t ach ievem en ts. The A ccounting P r in c ip le s  
Course and th e  Committee on R e la t io n s  w ith  th e  B ar, among 
o th e r s ,  has subsequen tly  b e n e f i t te d  from h is  s e rv ic e s .  
During h is  re c e n t term  as  Chairman o f th e  T r ia l  Board s ig ­
n i f i c a n t  changes in  i t s  methods of o p e ra tio n  were adopted  
to  in c re a se  i t s  e f f e c t iv e n e s s .  In  a d d i t io n ,  he has headed 
th e  S p e c ia l Committee to  Study P ro fe s s io n a l Problems a t  
th e  S ta te  and N a tio n a l L evel, in c lu d in g  th e  Committee to
Review th e  F in a n c ia l S tru c tu re  o f th e  I n s t i t u t e .  His
n a t io n a l  r e p u ta t io n  fo r  e x c e lle n c e  a t t e s t s  to  h is  p e r ­
c e p tiv e  le a d e rs h ip , h is  i n t e l l e c t u a l  i n t e g r i t y  and un­
f la g g in g  i n t e r e s t .  In re c o g n itio n  o f h is  many c o n tr ib u ­
t io n s  to  th e  I n s t i t u t e  and to  th e  p ro fe s s io n , a g r a te fu l  
membership makes t h i s  award.
Lou, w i l l  you l e t  me be th e  f i r s t  to  o f f e r  you 
c o n g ra tu la tio n s !  [A pplause]
MR. LOU PENNICK: Thank you. I  don’t  have th e  words 
a t  my command to  e x p ress  what I  th in k  and f e e l  a t  t h i s  moment 
and , a l s o ,  I  might add th a t  I  haven’t  had so much m olasses 
poured over me in  q u ite  a w hile! B ut, I  reco g n ize  th a t  t h i s  
i s  th e  very  g r e a te s t  honor t h a t  th e  p ro fe s s io n  can bestow on 
anyone, and I  am deep ly  g r a te f u l .  I  a l s o —I am rem inded of 
Mark E aton. Most of you know who he was. He was P re s id e n t
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o f  th e  I n s t i t u t e  some tw elve y ea rs  or so ago—u n fo r tu n a te ly
passed  away about te n  y ea rs  ago. Mark was a p r a c t i t i o n e r  in  
San A ntonio , Texas, and I  remember one tim e a t  a  m eeting when 
he was r e la x in g ,  he commented on th e  f a c t  th a t  he had been in ­
v ite d  s e v e ra l y ea rs  befo re  to  ta k e  p a r t  in  an  I n s t i t u t e  a c t i v i t y  
and he was p r a c t ic in g  down in  Texas and needed h is  tim e fo r  
h is  c l i e n t s ,  to  keep h is  income up, and d id n ’t  see how he could  
a f fo rd  to  ta k e  tim e to  come up to  New York and do som ething 
fo r  th e  I n s t i t u t e ,  but was so f l a t t e r e d  by being  in v i te d  to  
do t h i s  th a t  he decided  h e ’d do i t ,  anyway, and he was s u rp r is e d  
to  le a r n ,  th e  fo llo w in g  Jan u ary , when he made h is  ta x  r e tu r n ,
th a t  h is  income had in c re a se d  in s te a d  o f d ec re ase d . The f o l ­
low ing y ea r he d id  a l i t t l e  b i t  more work fo r  th e  I n s t i t u t e  
and h is  income s t i l l  in c re a se d , and th e n  th a t  went on and on, 
and I  have experienced  somewhat som ething somewhat s im ila r  
to  t h a t ,  m yse lf, and th e re fo re  I  must adm it th a t  th e  work th a t  
I  have done fo r  th e  I n s t i t u t e  has no t been a t  a  p e rso n a l sa c ­
r i f i c e .  I  must a ls o  adm it th a t  p r a c t i c a l ly  a l l  o f  th e  work 
th a t  I  have accom plished and th e  deeds th a t  I  have supposedly 
done fo r  th e  b e n e f i t  o f th e  p ro fe s s io n  and b e n e f i t  o f  th e  
I n s t i t u t e  has been w ith  th e  ab le  help  and a s s is ta n c e  o f  a 
l o t  o f  p eo p le—hundreds, a c tu a l ly .
Never has th e re  been a tim e when any of our Members
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have f a i l e d  to  g ive  a b le  and in te n s iv e  a id  and help  when r e ­
quested  and , t h e r efo re , I  must say th a t  t h i s  honor th a t  you 
have accorded  to  me in  my mind belongs e q u a lly  to  th o se  people 
who have helped me. And, thank  you, v e ry , very much.
[Whereupon th e  assem blage ro se  in  a  s ta n d in g  o v a tio n  
o f a p p la u s e .]
PRESIDENT TRUEBLOODj We w il l  c o n s id e r , n e x t ,  th e  
r e p o r t  o f th e  Committee on By-Laws. We have two By-Law changes 
to  c o n s id e r  to d a y , one d e a lin g  w ith  d is c ip l in a r y  p rocedu res 
and one d e a lin g  w ith  th e  enlargem ent of th e  E xecutive Commit­
t e e .  I  would remind you th a t  p ro p o sa ls  fo r  amendment to  th e  
By-Laws a re  b efo re  t h i s  m eeting fo r  d is c u s s io n , o n ly , and 
t h a t ,  fo llo w in g  th e  Annual M eeting, th e  proposed amendments 
w i l l  be subm itted  to  a l l  Members fo r  a v o te , by m a il, to g e th e r  
w ith  a summary o f th e  d is c u s s io n  on th e se  p ro p o sa ls  a s  may be 
developed d u rin g  t h i s  a f te rn o o n ’ s s e s s io n .
H i l l  G iffen , Chairman o f  l a s t  y e a r ’ s Committee on 
By-Laws, w il l  p re se n t th e  p ro p o sa ls .
MR. H. R. GIFFEN [Chairm an, Committee on By-Laws, 
American I n s t i t u t e  o f  C e r t i f i e d  P ub lic  A cco u n tan ts]: I  was 
d e l ig h te d  to  hear what Lou j u s t  had to  say abou t th a t  ascend ­
ing  curve o f  revenue! [L augh ter] You have a lre a d y  re c e iv e d , 
in  th e  c a l l  to  th e  m eeting , th e  te x t  o f th e  proposed amendment
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to  th e  d is c ip l in a r y  c la u se s  of th e  By-Laws, which i s  subm it­
te d  a s  "P roposa l Number O ne.” These p ro p o sa ls  a re  j o i n t l y  
sponsored by th e  T r ia l  Board and Committee on P ro fe s s io n a l 
E th ic s  and have been approved by th e  E xecutive Committee and
C ounc il.
I t  i s  proposed to  amend A r t ic le  F ive o f th e  By-Laws 
by adding  a new S e c tio n  S ix , which would p rov ide  f o r  th e  a u to ­
m atic suspension  of th e  membership o f a Member who had been 
co n v ic ted  fo a fe lo n y  or o th e r  s p e c if ie d  c rim e , o r whose 
CPA c e r t i f i c a t e  had been suspended fo r  d is c ip l in a r y  ca u se , and 
fo r  au to m atic  te rm in a tio n  o f  th e  membership o f a  Member when
h is  c o n v ic tio n  has become f i n a l  o r when h is  CPA c e r t i f i c a t e
has been revoked fo r  d is c ip l in a r y  cau se . Autom atic te rm in a tio n  
would ta k e  e f f e c t  only  a f t e r  a Member f a i l s  to  have th e  con­
v ic t io n  re v e rse d  o r s e t  a s id e  and th e  tim e fo r  f u r th e r  ap p ea l
has e x p ire d . A sta tem en t o f th e  d is c ip l in a r y  a c t io n  in  th e  
form approved by th e  Chairman o f th e  T r ia l  Board would be 
p u b lish ed  in  The CPA. When a Member fa c e s  su spension  or t e r ­
m ination  o f h is  membership a s  a r e s u l t  o f  th e  lo s s  o f h is  CPA 
c e r t i f i c a t e ,  he may re q u e s t th e  T r ia l  Board to  s ta y  th e  opera­
t io n  of th e  au tom atic  p ro v is io n . The T r ia l  Board may g ran t 
su ch  a  r e q u e s t  when i t  a p p e a rs  t h a t ,  b e c a u se  o f  u n u su a l c i r ­
cum stances, i t  would be in e q u ita b le  to  perm it th e  au tom atic
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p ro v is io n  to  become o p e ra t iv e .  In  such a  s i t u a t io n  th e  m a tte r 
would be r e f e r r e d  to  th e  E th ic s  Committee fo r  a p p ro p r ia te
a c t io n .
The purpose o f th e se  p ro p o sa ls  i s  to  f a c i l i t a t e  th e  
fu n c tio n in g  of your I n s t i t u t e ’ s d i s c ip l in a r y  m achinery. As 
th in g s  now s ta n d , a Member co n v ic te d  o f a s e r io u s  crim e may 
be e x p e lle d , under p re se n t A r t ic le  F iv e , S ec tio n  F iv e , only 
a f t e r  a h ea rin g  by th e  T r ia l  Board or a su b -board . I f  i t ’ s 
found th a t  he has been so c o n v ic te d , e x p u ls io n  i s  m andatory. 
T his o f te n  ta k e s  many m onths. L ikew ise , when a Member’ s CPA 
c e r t i f i c a t e  has been revoked fo r  d i s c ip l in a r y  re a s o n s , he 
must s t i l l  be brought to  t r i a l  befo re  he can be e x p e lle d .
Even though ex p u ls io n  in  such a case  i s  no t now m andatory, i t  
i s ,  by long and c o n s is te n t  p r a c t i c e ,  v i r t u a l l y  a  foregone con­
c l u s i o n .  The proposed amendment would en ab le  th e  I n s t i t u t e  
to  te rm in a te  prom ptly and a u to m a tic a lly  th e  membership of a 
Member who has c le a r ly  lo s t  h is  c la im  to  p ro fe s s io n a l  s t a tu s .  
In  such c a se s  th e  membership o f th e  responden t could be t e r ­
m inated w ithou t an e la b o ra te  t r i a l  in v o lv in g  la rg e  expend i­
tu r e s  o f tim e and funds by th e  E th ic s  Committee, th e  T r ia l  
Board, Legal Counsel and th e  I n s t i t u t e  S ta f f .  In  such c a se s  
th e  I n s t i t u t e  would no longer have to  say , a s  i t  now o ccasio n ­
a l l y  d o es , th a t  a Member has no t y e t been d is c ip l in e d  by h is
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p ro fe s s io n a l  s o c ie ty ,  even though he has been c o n v ic te d  of a
se r io u s  crim e or has lo s t  h is  CPA c e r t i f i c a t e .  In  such c a se s
th e  responden t would be spared  th e  t ro u b le  and expense o f 
defend ing  h im se lf a g a in s t  ch a rg es which, from th e  o u ts e t ,
would be on th e  d e fe n s iv e .
I t  i s  p roposed , a l s o ,  to  amend A r t ic le  Six by 
ad o p tin g  a new S ec tio n  F ive which would perm it re in s ta te m e n t 
o f  Members e x p e lle d  o r te rm in a te d  fo r  d i s c ip l in a r y  reasons; 
a f t e r  a la p se  o f th re e  y e a rs , th e  T r i a l  Board, in  i t s  d i s ­
c r e t io n ,  could  r e i n s t a t e  such a man. There i s  no p ro v is io n  
in  th e  p re se n t By-Laws fo r  th e  re in s ta te m e n t o f a Member who 
has been e x p e lle d , excep t when h is  c r im in a l c o n v ic tio n  has 
been re v e rse d  or when th e  T r ia l  Board has re sc in d e d  a p rev io u s  
d e c is io n ;  co n seq u en tly , in  most c a s e s , an e x p e lle d  Member 
i s  perm anently  b arred  from membership. The proposed amendment 
ta k e s  in to  account th e  p o s s i b i l i t y  th a t  an e x p e lle d  Member may 
pay h is  deb t to  s o c ie ty ,  r e h a b i l i t a t e  h im se lf  and re g a in  h is  
form er p ro fe s s io n a l  s t a tu s .
Because o f lack  o f f l e x i b i l i t y  in  th e  p re se n t By- 
Laws, th e  T r ia l  Board has o c c a s io n a lly  tended  to  avoid  ex p u l­
s io n  in  b o rd e r lin e  c a ses  sim ply because such ex p u ls io n  i s  
p e rm a n e n t. A Member who h as  l o s t  h i s  m em bership u n d e r th e  
au tom atic  p ro v is io n s  would be a u to m a tic a lly  r e in s t a te d  i f  th e
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c o n v ic tio n  or lo s s  o f  c e r t i f i c a t e  upon which th e  d is c p l in a ry
a c tio n  was based i s  l a t e r  se t a s id e .
In  a d d i t io n  to  th e  fo re g o in g , a minor amendment of 
th e  d is c ip l in a r y  c la u s e s  o f th e  By-Laws i s  proposed by th e  
E th ic s  Committee. T his s t a t e s ,  in  e f f e c t ,  th a t  a Member r e n ­
d e rs  h im se lf  l i a b le  to  ex p u ls io n  or suspension  i f  he f a i l s
to  co o p e ra te  w ith  th e  E th ic s  Committee in  i t s  in v e s t ig a t io n  
o f co m p la in ts . T his i s  A r t ic le  F iv e , S ec tio n  Four ”G .” The 
amendment i s  in ten d ed  to  app ly  p r im a r ily  to  th e  Member not 
respond ing  a t  a l l  to  th e  E th ic s  Committee re q u e s t fo r  in form a­
t io n ,  no t to  th e  Member who, a c t in g  on le g a l  a d v ic e , d e c lin e s  
to  g ive in fo rm a tio n  on th e  ground th a t  h is  r i g h t s  in  a pending
le g a l  a c t io n  might be p re ju d ic e d .
C opies o f th e  t e x t s  of th e  proposed new A r t ic le s  
F ive and S ix  of th e  By-Laws, showing a l l  d e le t io n s  and a d d i­
t io n s  and o th e r  language changes n e c e s s i ta te d  by th e se  amend­
ments a re  a v a i la b le ,  h e re , fo r  th o se  who would l ik e  to  have 
them fo r  th e  purpose of d is c u s s io n . P resen t a t  t h i s  m eeting 
a re  r e p r e s e n ta t iv e s  o f  th e  E th ic s  Committee and th e  T r ia l  
Board, Legal Counsel fo r  th e  I n s t i t u t e  and th e  Members of th e  
S ta f f  concerned w ith  our d i s c ip l in a r y  fu n c tio n , and I  am su re  
th e y  w i l l  be happy to  an sw er any q u e s t io n s  you may have w ith  
reg a rd  to  th e se  r a th e r  len g th y  and complex p ro p o sa ls .
However, th e re  i s  one q u e s tio n  which might be
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answ ered; t h i s  concerns a p ro p o sa l approved by C ouncil in  
th e  sp rin g  of 1963. That p ro p o sa l would have te rm in a te d  th e  
suspension  w ithout p re ju d ic e  of a Member who had been in d ic te d  
o f  a s e r io u s  crim e. I f  a c q u i t te d ,  th e  Member would have been 
r e in s t a te d  im m ediately ; i f  c o n v ic te d , he would have been 
su b je c t to  th e  I n s t i t u t e ’ s r e g u la r  d i s c ip l in a r y  p ro c e s se s .
This p ro p o sa l was subm itted  to  th e  membership fo r  
a v o te , by m ail and, though i t  re c e iv e d  f i f ty - tw o  p e r cen t 
o f th e  v o te s  c a s t ,  i t  d id  no t o b ta in  th e  tw o - th ird s  m a jo rity  
re q u ire d  fo r  a d o p tio n . I  d e sc rib e  t h i s  e a r l i e r  p ro p o sa l only 
to  p o in t out th a t  i t  d i f f e r s  s u b s ta n t ia l ly  from th e  c u r re n t 
p ro p o sa l. The By-Law amendment now to  be co n s id ered  by th e  
C o u n c il, o r by th e  membership, would no t re q u ire  a c t io n  on 
in d ic tm en t but only  a f t e r  c o n v ic tio n  o f a c r im in a l o f fe n se .
P roposal Number Two o r ig in a te d  w ith  th e  Committee 
on S tru c tu re  and has been approved by th e  E xecutive Committee; 
th e  p ro p o sa l would in c re a se  th e  s iz e  of th e  E xecutive Commit­
te e  from th i r t e e n  to  s ix te e n  by adding th e  Immediate P ast 
P re s id e n t and by in c re a s in g  th e  number o f  c u rre n t o r form er 
Members o f th e  C ouncil from seven to  n in e . The p ro p o sa l would 
e s t a b l i s h  th re e -y e a r  term s fo r  such c u r re n t o r form er C ouncil
Members.
I t  i s  b e liev e d  th a t  ad o p tio n  of t h i s  p ro p o sa l would
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le ad  to  i n c reased  p a r t i c ip a t io n ,  w ider r e p re s e n ta t io n  and 
b e t t e r  c o n t in u i ty .
T his r e p o r t  i s  r e s p e c t f u l ly  subm itted  by H i l l i a r d  
G iffen , Chairman, Morie Dahlem and G erald S chroeder.
PRESIDENT TRUEBLOOD: I f  you w il l  s ta y  a t  th e  
podium, H i l l ,  w hile th e  d is c u s s io n  fo llo w s , we w il l  c o n s id e r , 
f i r s t ,  th e  d is c ip l in a r y  p ro p o sa l and r e s t r i c t  th e  d is c u s s io n  
to  th a t p ro p o sa l; th en  we w il l  ta k e  up th e  enlargem ent o f th e  
E xecutive Committee a s  a second m a tte r . As each  of you may 
ask  a q u e s tio n  o r w ish to  make a comment, w i l l  you go to  th e  
n e a re s t  microphone in  th e  a i s l e  and g ive  your name and s t a t e .
I s  th e re  anybody who would l ik e  to  be heard  on th e
d is c ip l in a r y  m a tte r?
[No resp o n se ]
PRESIDENT TRUEBLOOD: No q u e s tio n s?  Yes, s i r ,  in
th e  back o f th e  room!
MR. HEMLEY: Ed Hemley, Utah! S ec tio n  Four "A,"
I  don’t  know what i t  means.
PRESIDENT TRUEBLOOD: At what l in e  does th a t  s t a r t ?
Do you have numbered co p ies?
MR. HEMLEY: S ta r t in g  w ith  Line N in e ty -s ix , th rough
142.
MR. GIFFEN: Mr. F o n ta in e , would you ta k e  th a t
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q u e s tio n , p le a se ?
MR. FONTAINE: S ec tio n  Four ”AW to  which you r e f e r  
i s  a p ro v is io n  which has been in  th e  By-Laws fo r  y e a rs , and 
th e re  i s  no p ro p o sa l to  change i t .  There i s  no p ro p o sa l to  
change S ec tio n  Four "A." I t ’ s been in  th e  By-Laws fo r  y e a rs .
I t  sim ply sa y s , i f  a man re fu s e s  o r n e g le c ts  to  g ive e f f e c t  
to  th e  C ouncil, he w i l l  be d i s c ip l in e d .  I t ’s been th e re  fo r  
many y e a rs . I  suppose, i f  someone were to ld  to  ta k e  a se a t 
in  a C ouncil m eeting and d id n ’t  do i t ,  he might be d is c ip l in e d ,  
but i t ’ s no t a proposed change in  th e  By-Laws; i t ’ s been in
th e re  fo r  y e a rs .
PRESIDENT TRUEBLOOD: Any f u r th e r  q u e s tio n s?  Yes,
s i r ?
MR. IRWIN DUBIN [P e n n sy lv an ia ]: Dubin, o f  Pennsyl­
van ia! I —Paragraph Two, from—to  p ro v id e  fo r  re in s ta te m e n t 
in  th e  d is c r e t io n  o f th e  T r ia l  Board a f t e r  a  la p se  o f th re e  
y e a rs—now, many s t a t e  b o a rd s , in c lu d in g  th e  one in  P ennsy lvan ia , 
a t  tim e s , g ive su sp en sio n s fo r  one y e a r , or two y e a rs . Now, 
a f t e r  a sus pension  o f one year has e la p se d , we now have, in  
th e  s t a t e ,  a  member i n good s ta n d in g  who i s  unable to  jo in
t h i s  A sso c ia tio n .
I  am w ondering  i f  th o u g h t h as been  g iv e n  t o  t h a t
p o in t .
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PRESIDENT TRUEBLOOD: What l in e  i s  th a t?
MR. DUBIN: The second p arag rap h  of P roposal Num­
ber One, second p a ra g ra p h /p ro p o sa l, P roposal Number One, to  
p rov ide  fo r  re in s ta te m e n t—Page Two, Line F o rty -o n e , o p p o site  
Line F o rty -o n e .
PRESIDENT TRUEBLOOD: The p arag raph  in  q u e s tio n , 
h e re , i s  to  p rov ide  fo r  re in s ta te m e n t in  th e  d is c r e t io n  o f th e
T r ia l  Board a f t e r  a la p se  o f th re e  y ea rs  o f a  Member whose 
membership has been te rm in a te d  fo r  d is c ip l in a r y  re a s o n s . Now, 
th a t  would mean, in  our c a se , a s  I  u nderstand  i t ,  H i l l ,  i f  he 
has been te rm in a te d  a s  a Member o f th e  I n s t i t u t e ,  th e n  a f t e r  
th re e  y ea rs  he would re a p p ly . Now, Irw in  i s  r a i s i n g  th e  
q u e s tio n  a s  to  how t h i s  r e l a t e s  to  th e  in d iv id u a l  a c t io n s  which 
a s t a te  board may ta k e . I s  th a t  c o r r e c t ,  Mr. Dubin?
MR, DUBIN: T h a t’s c o r r e c t—in  th e  case  o f  a c t io n  or
suspension  fo r  one y e a r; a f t e r  th e  su sp e n s io n , he i s  a  CPA 
ag a in  in  P en n sy lv an ia , but i s  unable to  jo in  because o f  t h i s  
l i n e ,  h e r e .
PRESIDENT TRUEBLOOD: B ut, i f  th e  a c t io n s  of th e
N atio n a l Board and th e  s t a t e  board has been co o rd in a te d  on a
te rm in a tio n , th en  we would s t i l l  be in  p a r a l l e l  tre a tm e n t,
would we n o t?
MR. DUBIN: I  know, but you c a n ’t  a sk  a  s t a te  board
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to  give th re e  y e a rs , to  ag ree  w ith  you, i f  one year i s  a p ro ­
per punishm ent.
?
PRESIDENT TRUEBLOOD: Mr. B rad ley , i s n ’t  th e re  a 
d i f f e r e n c e ,  h e re , between "su sp en sio n ” and " te rm in a tio n "?
MR. BRADLEY: W e ll . . .
MR. CASPER [T exas]: Mr. Chairman, C asper, from 
Texas! T his p ro v is io n  a p p l ie s  only to  a Member who has been 
e x p e lle d . I t ’ s u n l ik e ly ,  i f  a s t a t e  suspended a man fo r  one 
y e a r , th a t  th e  I n s t i t u t e  T r ia l  Board would ex p e l him. The 
I n s t i t u t e  T r ia l  Board might a lso  suspend him fo r  one y e a r , 
in  which case  h e ’d be a u to m a tic a lly  r e in s t a te d  a t  th e  end o f 
th e  su sp en sio n . This p ro v is io n  does no t e l im in a te  th e  s i t u a ­
t i o n ,  now, where a Member, once e x p e lle d , can never g e t back; 
he can re a p p ly , now, a f t e r  he has been e x p e lle d , in  th re e  
y ea rs  a f t e r  t h a t .
MR. DUBIN; I t  sa y s , " . . . t o  p rov ide  fo r  th e  a u to ­
m atic suspension  of a Member whose c e r t i f i c a t e  has been su s­
pended ." I t  doesn ’t  say " e x p e lle d ."  I t  say s , "suspended ."
PRESIDENT TRUEBLOOD: The word i s  " te rm in a te d ,"
Irw in .
MR. DUBIN: Do you a ls o  "suspend" in  th e  American
I n s t i t u t e ?
PRESIDENT TRUEBLOOD: Yes, we do. Any f u r th e r
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q u e s ti ons?
[No resp o n se ]
PRESIDENT TRUEBLOOD: There being  no f u r th e r  q u e s tio n s  
on th e  d is c ip l in a r y  m a tte r , we w il l  move to  th e  By-Law which 
would—Mr. Carey p r a c t i c a l ly  had me con fused , working under 
an o ld e r  By-Law!
We w il l  now move to  th e  m a tte r  o f  th e  enlargem ent 
o f  th e  E xecu tive Committee, a r a th e r  sim ple p ro v is io n  which 
was in c lu d e d , a l s o ,  in  th e  c a l l ,  which i s  a v a i la b le  to  you, 
here and has been ex p la in ed  b r i e f ly  by H i l l  G iffe n . Are 
th e re  any comments o r q u e s tio n s  about th a t  p ro p o sa l?
[No resp o n se ]
PRESIDENT TRUEBLOOD: T his came up, as  you know, 
from th e  re p o r t  o f th e  Committee on S tru c tu re .  There being 
no comment or q u e s tio n s , i f  th e  r e p o r t  o f th e  By-Laws Commit­
te e  i s  f in is h e d ,  bo th  p ro p o sa ls  w ill  be se n t to  th e  Members
fo r  m ail b a l lo t .
We come, now, to  th e  d is c u s s io n  of th e  proposed 
r u l e ,  proposed r e p e a l  of th e  Rule-303 o f th e  Code of P ro fe s ­
s io n a l E th ic s ,  which i s  th e  ru le  p ro h ib i t in g  co m p e titiv e  b id ­
d in g . I  rem inded you b r ie f ly  o f  th e  p ro v is io n s  about By-Laws;
I  d i r e c t  your a t t e n t i o n  to  A r t i c l e  F i f t e e n ,  S e c t io n  F o u r , w hich 
p ro v id es  th a t  any amendment to  th e  By-Laws o r  Code o f P ro fess io n al 
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E th ic s  approved by th e  C ouncil s h a l l  be p re se n te d  to  th e  An­
n u a l M eeting fo r  d isc u ss io n  by th e  Members p r e s e n t ,  but no t
fo r  a c t io n .
I  a ls o  d i r e c t  your a t t e n t io n  to  S ec tio n  F ive of 
A r t ic le  F if te e n ,  which p ro v id e s , in  p a r t ,  a s  fo llo w s . "F o l­
lowing such Annual M eeting th e  proposed amendment, accompan­
ie d  by a s ta tem en t p rep ared  by th e  S e c re ta ry  summarizing th e  
argument p re se n te d  fo r  and a g a in s t ,  s h a l l  be subm itted  to  a l l  
Members of th e  I n s t i t u t e  fo r  a v o te , by m ail b a l l o t . ”
In  th e  i n t e r e s t  o f  p ro v id in g  th e  o p p o rtu n ity  fo r  a 
f u l l  and f a i r  d is c u ss io n  o f th e  proposed re p e a l  o f  th e  r u le ,  
we i n i t i a l l y  a l lo c a te d  two and o n e -h a lf  hours to  your d is c u s ­
sion  of t h i s  m a tte r . We a re  runn ing  j u s t  s l i g h t ly  beh ind , but 
th e  in te n t io n ,  in  any e v e n t, i s  to  co n tin u e  u n t i l  a l l  have 
been heard . As you d o u b tle ss  know, th e  E xecutive Committee
and th e  C ouncil have proposed such r e p e a l  on th e  b a s is  o f th e
ad v ice  of two prom inent law f irm s , to  th e  e f f e c t  th a t  i t  i s
h ig h ly  p robab ly  th a t  th e  ru le  i s  un law ful under th e  Sherman
A n t i t r u s t  Law. The firm s who have g iven  us th e se  o p in io n s  
?
a re  Cunningham and B erlin g  and K. L. Gordon, Randel and O lds.
I  have a rran g ed  fo r  Mr. Cox and Mr. J e r r o ld  VanCise to  be 
p r e s e n t  t h i s  a f t e r n o o n ,  to  make b r i e f  s t a te m e n t s ,  to  e x p la in  
to  you th e  b a s is  fo r  t h e i r  adv ice  th a t  th e  ru le  i s  p robab ly  
i l l e g a l  and th a t  th e  ru le  s u b je c ts  th e  I n s t i t u t e  and o th e rs
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to  v a r io u s  r i s k s .  The Covington firm  has fu rn ish e d  us w ith  
a fo rm a l, w r i t te n  op in ion  on th e  m a tte r  which w il l  be a v a i la b le  
to  a l l  Members; a  copy o f th a t  o p in io n  w il l  be se n t out w ith
th e  m ail b a l lo t .
I  wish to  ta k e  a few m inutes to  m ention to  you th a t  
I  d id  re c e iv e  a  re q u e s t from th e  Texas S o cie ty  th a t  i t s  
counsel be p e rm itte d  to  p a r t i c ip a t e  in  t h i s  d is c u s s io n , in  
o p p o s itio n  to  th e  re p e a l o f  th e  r u le .  I  have denied  t h i s  r e ­
q u e s t, fo r  rea so n s  which I  th in k  I  should make c le a r  to  a l l  
o f  you. As I  have s a id ,  th e  By-Laws p rov ide  th a t  amendments 
to  th e  Code s h a l l  be p re se n te d  to  th e  Annual M eeting fo r  d i s ­
c u ss io n  by th e  Members p re s e n t .  I t ’ s no t c o n s is te n t  w ith  th e  
s p i r i t  o f th o se  By-Laws o r c o n s is te n t ,  fo r  th a t  m a tte r , w ith  
an o rd e r ly  p roceed ing  to  have d is c u s s io n  p a r t ic ip a te d  in  by 
counsel o f Members, o r by any o th e r  r e p r e s e n ta t iv e s  o f  Mem­
b ers  r a th e r  th a n  by th e  Members, th em se lv es. I t  i s  our deci s i on 
t h a t ,  i f  p e rm issio n  were g ran ted  to  counsel fo r  th e  Texas 
S o c ie ty  to  speak in  t h i s  in s ta n c e , th e  I n s t i t u t e  would have 
c re a te d  a p receden t which would make i t  d i f f i c u l t  to  re fu s e  
to  perm it s im ila r  p a r t i c ip a t io n  and d is c u s s io n  o f o th e r  c o n tro ­
v e r s i a l  q u e s tio n s  In  th e  f u tu re .  I  th in k  you w il l  have no 
d i f f i c u l t y  in  im agining  t h e  c o n fu s io n  w hich  c o u ld  r e s u l t  and 
th e  tim e which could  be consumed i f  le g a l  counsel fo r  every
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s ta te  s o c ie ty  engaged in  a d eba te  on th e  f lo o r  o f th e  Annual 
M eeting in v o lv ed , l e t  us say , in  l e g i s l a t i v e  m a tte r s .
Now, from th e  p o in t o f view o f th e  Members o f  th e  
I n s t i t u t e  in  Texas who oppose re p e a l  o f R ule-303, i t  might
seem u n fa ir  th a t  t h e i r  co u n se l—th a t  th e  I n s t i t u t e  Counsel
may a d d re ss  th e  Members w hile o th e r  le g a l  co u n se l a re  den ied  
th a t  p r iv i le g e ,  or th e  p r iv i le g e  o f r e b u t t a l ;  r a th e r ,  however, 
le g a l  co u n se l fo r  th e  I n s t i t u t e  have a p ro fe s s io n a l  o b lig a ­
t io n  to  th e  o rg a n iz a tio n , a s  a whole; Members o f th e  I n s t i ­
tu te  a re  e n t i t l e d  to  an e x p la n a tio n  from t h e i r  own counsel 
a s  to  th e  b a s is  fo r  th e  ad v ice  th a t  th a t  co u n se l has g iven .
T his counsel fo r  th e  I n s t i t u t e ,  r a th e r  th an  fo r  any in d iv id u a l 
Member o r group of Members— i t  i s  th e  r e s p o n s ib i l i t y  o f  law­
y e rs  r e ta in e d  by th e  I n s t i t u t e  to  g iv e , o b je c t iv e ly ,  th e  ad ­
v ic e  to  th e  I n s t i t u t e  a s  a whole, r a th e r  th an  to  a c t  a s  th e  
advocate  o f a p o lic y  supported  by an in d iv id u a l  Member or 
group o f Members. However, I  have ad v ised  th e  Texas S o c ie ty  
th a t  i t  i s  com plete ly  a p p ro p r ia te  f o r  any Member o f  th e  I n s t i ­
t u t e  to  quote from o r to  summarise any o p in io n  or o p in io n s  of 
any le g a l  counsel on th e  le g a l  q u e s tio n s  in v o lv e d , or to  f i l e  
such p ap e rs  a s  a m a tte r  o f th e  o f f i c i a l  re c o rd .
I  su g g ested , a t  C ouncil m eeting l a s t  S a tu rd ay , th a t  
i t  i s  somewhat d i f f i c u l t  to  reco g n ize  people from h e re , way
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out th e re  and th a t  anybody might be f re e  to  g ive me t h e i r  names 
i f  they  p a r t iu c la r ly  wish to  be heard on t h i s  s u b je c t . I  have 
re c e iv e d  a very few such re q u e s ts  b u t, a t  th e  end of th e  se s ­
s io n , we w il l  determ ine th a t  each  o f th e se  gentlem en has had 
an o p p o rtu n ity  to  speak.
There may be some r u le s  about f lo o r  comment; I doubt 
th a t  they  w il l  be n e c e ssa ry , but I  would l ik e  to  p re s p e c ify , 
a s  i t  w ere, th a t  each Member has th e  r ig h t  to  speak only  once 
on th e  same s u b je c t ,  and t h i s  i s  a s in g le  s u b je c t .  I t  i s  
b a re ly  p o s s ib le  t h a t ,  i f  deba te  i s  g enu inely  s p i r i t e d ,  we may 
have to  impose some tim e l im i t .  But, th o se  a re  th e  on ly  r u le s
we expect to  have to  th in k  ab o u t.
We would l ik e  to  h e a r , now, b r i e f l y ,  from Hugh Cox
o f th e  Covington f irm .
MR. HUGH B. COX: Mr. P re s id e n t ,  s in c e  th e  w r i t te n  
op in io n  to  which th e  P re s id e n t has r e f e r r e d  would cover th e  
su bstance  o f our op in ion  in  some d e t a i l ,  I  am going to  be very  
b r i e f  in  my summary o f th a t  s u b je c t .  I  th in k  i t  b e s t ,  p e rh ap s , 
to  s t a r t  w ith  a p ro p o s it io n  which p ro v id es  a background fo r  
th e  co n c lu sio n  reached  in  th e  o p in io n ; th a t  p ro p o s it io n  i s  
t h a t ,  i f  Rule-303 should be adopted  by any a s s o c ia t io n  whose 
members were engaged in  an o rd in a ry , com mercial e n te r p r is e  of 
any k in d , th e  r u le  would in d u b ita b ly  be un law fu l under S ec tio n
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One o f th e  Sherman A ct. I t  would be un law ful because i t  i s
an arrangem ent o r an u n d erstan d in g  or agreem ent, i f  you p le a s e ,  
th a t  r e s t r i c t s  th e  p r ic e  of c o m p e titio n , and t h i s  has been 
w ell s e t t l e d  by th e  c o u r ts  fo r  many y e a rs , th a t  every  a rra n g e ­
ment of th a t  kind i s  un law fu l in  S ec tio n  One o f th e  Sherman
A ct, in  th e  G eneral P r in c ip le s .  Indeed , i t  i s  u n law fu l, p er 
say—th a t  i s  a le g a l  term  meaning, i t  c a n ’t  be j u s t i f i e d  on 
any ground. You ca n ’t  j u s t i f y  i t  on th e  ground th e  p r ic e s  
th a t  you have f ix e d  o r ag reed  upon a re  re a s o n a b le , o r on th e  
ground t h a t ,  i f  you a re  allow ed to  make an arrangem ent r e s t r i c t  
in g  o r r e s t r a in in g  p r ic e  co m p e titio n , i t  w i l l  have b e n e f ic ia l  
s o c ia l  o r  economic consequences, or on th e  ground th a t  such 
an arrangem ent w il l  avo id  e v i l s  o r i l l e g a l i t i e s  should  be 
p rev en ted . The arrangem ent o f  th a t  kind i s  sim ply u n law fu l, 
in  i t s e l f ,  a s  f a r  a s  th e  c o u r ts  a re  concerned , and th a t  i s  th e
end o f i t .
Now, th e r e fo r e ,  th e  crux  o f  th e  problem  i s  whether 
th a t  g e n e ra l ru le  a p p l ie s  in  view of th e  f a c t  th a t  R u le -3 03, 
a r u le  o f conduc t, a p p l ie s  to  th e  conduct of th e  p ro fe s s io n  
and th e  C o u n c il. There a re  two q u e s tio n s  in v o lv e d , th e r e ;  
one i s  th e  q u e s tio n  o f i n t e r s t a t e  commerce. The Sherman Act 
on ly  a p p l ie s  to  a c t i v i t i e s  th a t  r e s t r a i n  i n t e r s t a t e  tr a d e  or
commerce. As you d o u b tle s s  know, in  th e  p a s t tw enty y e a rs  th e
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Supreme Court has g re a t ly  expanded th e  d e f in i t io n  o f what 
c o n s t i tu t e s  " in t e r s t a t e  commerce." There i s  no d oub t, a 
g re a t many ac co u n ta n ts  and acco u n tin g  firm s a re  engaged in
i n t e r s t a t e  commerce. There p robab ly  a re  a ls o  numbers o f  ac­
c o u n ta n ts  whose a c t i v i t i e s  a re  e s s e n t i a l l y  lo c a l .  But I  ob­
se rve  to  you th a t  Rule-303 i s  no t co n fin ed  in  i t s  a p p l ic a t io n  
to  a c c o u n ta n ts  whose a c t i v i t ie s  a re  p u re ly  i n t r a s t a t e ;  i t  i s
a n a t io n a l  r u le  th a t  read s  a c ro s s  th e  board .
I  th e re fo re  cannot encourage you to  b e lie v e  th a t  th e
ru le  could  be j u s t i f i e d  on th e  ground th a t  i t  do esn ’t  a f f e c t
i n t e r s t a t e  commerce.
The second q u e s tio n  th a t  a r i s e s  i s  w hether accoun tancy , 
being  a p ro fe s s io n , i t  i s  in  some degree immune from th e  a p p l i ­
c a tio n  o f th e  Sherman A ct, The Supreme C ourt has never de­
c id ed  th a t  q u e s tio n  b u t, more th an  tw enty  y e a rs  ago th e  Court 
o f A ppeals o f  th e  D i s t r i c t  o f Columbia dec ided  th e  q u e s tio n .
In  a te c h n ic a l  sense , th e  q u e s tio n  a r i s e s  in  t h i s  way—th e  
Sherman Act speaks o f r e s t r a i n t s  on tr a d e  or commerce, and th e  
q u e s tio n  i s  w hether an acco u n tan t i s  engaged in  tr a d e  o r com­
m erce, and th e  Court of A ppeals in  th e  D i s t r i c t  of C o lu m b ia - 
In te rm e d ia te  Court o f A ppeals, no t a  c o u r t o f f i r s t  i n s t a n c e -  
h e ld , in  two o p in io n s , th a t  th e  d o c to r ’ s m ed ica l—members o f 
th e  m edical p ro fe s s io n  were engaged in  tr a d e  o r commerce,
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w ith in  th e  meaning of th a t  language. I t  d id  so in  o p in io n s 
which made a d e ta i le d  a n a ly s is  o f th e  common law on th e  sub­
j e c t  and th e  l e g i s l a t i v e  h is to ry  of th e  Sherman A ct.
Now, i t  i s  ou r co n c lu sio n  and our op in ion  t h a t ,  i f  
th e  Supreme Court should ev e r be c a l le d  upon to  dec ide  on t h i s  
q u e s tio n , i t  would reac h  th e  same co n c lu sio n  reached  by th e  
Court o f  Appeals in  th e  D is t r i c t  o f Columbia, which was th e  
on ly  a p p e l la te  f e d e ra l  co u rt to  have ev e r co n s id e red  th e  
q u e s tio n . I t  may be th a t  I  am n o t ,  t h i s  a f te rn o o n , e x p re ss in g  
any d is s e n t iv e  op in io n  on t h i s ,  but i t  may be th a t  th e  
Supreme Court would app ly  somewhat more le n ie n t  s ta n d a rd s
to  th e  r u le s  o f a p ro fe s s io n a l  s o c ie ty  th an  i t  would apply  
to  a s o c ie ty  whose members were engaged in  an o rd in a ry  com­
m erc ia l a c t i v i t y .  I t  i s  p o s s ib le —I th in k ,  p e rh ap s , sub­
s t a n t i a l l y  p o s s ib le —th a t  th e  p ro fe s s io n a l  r u le s  a g a in s t 
s o l i c i t a t i o n  and a d v e r t is in g  might be reg ard ed  by th e  Supreme 
Court a s  re a so n a b le , p rov ided , in  th e  case o f  a p a r t i c u la r  
p ro fe s s io n  in v o lv ed , a d i r e c t  and s u b s ta n t ia l  r e la t io n s h ip  
could  be shown between th o se  r u le s  and th e  p re v e n tio n  o f un­
e th ic a l  conduct. B ut, i t  i s  our view t h a t ,  however f a r  th e  
Court may go in  ap p ly in g  more le n ie n t  r u le s  to  some kind o f 
p ro fe s s io n a l  r e g u la t io n ,  i t  i s  no t going to  sa n c tio n  a p ro ­
f e s s io n a l  r e g u la t io n  th a t  r e s t r i c t s  or r e s t r a i n s  p r ic e
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c o m p e titio n . The p ro h ib i t io n  a g a in s t  th a t  k ind o f  r e s t r a i n t  
i s  one o f th e  b as ic  p r in c ip le s  which th e  c o u r ts  have been 
e n fo rc in g  fo r  many y ea rs  under th e  Sherman A ct. The c o u r ts  
re g a rd  as  perhaps a fundam ental prem ise o f th e  Sherman Act 
th a t  th e re  should be no r e s t r a i n t  o f any k in d , no m a tte r  fo r  
what re a so n , on p r ic e  c o m p e titio n . The Supreme C ourt, fo r  
tw enty  y e a rs , has no t favored  any kind o f broad exem ption to  
th e  a n t i t r u s t  law s, and i t  seems c e r t a in ly  c l e a r  to  us th a t  
i t  i s  no t going to  s a n c tio n , even in  th e  ca se  o f p ro fe s s io n a l  
s o c i e t i e s ,  p r ic e - f ix in g  arrangem ents or arrangem ents th a t  
r e s t r i c t  th e  p r ic e  o f  th e  co m p e titio n .
Now, fo r  th o se  re a s o n s , we have f e l t  o u rse lv e s  r e ­
q u ire d  to  conclude t h a t ,  i f  th e  l e g a l i t y  o f  Rule-303 should 
ev e r be a tta c k e d  in  a p roceed ing  brought under th e  a n t i t r u s t  
law s, i t  i s  h ig h ly  p robab ly  th a t  th e  Court would u l t im a te ly
hold  th a t  th e  r u le  was u n law fu l.
There i s  j u s t  one a sp e c t o f our op in ion  th a t  I 
should l ik e  to  m ention b r ie f ly  because I  th in k  I  am about to
exceed th e  tim e a l l o t t e d  to  me. That has to  do w ith  th e  e f ­
f e c t  o f a s ta te  r e g u la t io n .  There a re  a number o f s t a t e s — 
t h i r t y - s i x  or th i r ty - s e v e n ,  I  b e l ie v e — in  which th e  s t a t e  
boards have issu e d  r u le s  p ro h ib i t in g  c o m p e titiv e  b id d in g .
Now, th e  Supreme Court has h e ld  t h a t ,  i f  th e re  i s  v a l id  s ta te
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re g u la t io n  im posing th a t  kind o f r e s t r a i n t ,  th a t  th e  perso n s 
in  th e  s t a t e  su b je c t to  th e  r e g u la t io n  do no t v io la te  th e  
a n t i t r u s t  law by com plying w ith i t ,  so t h a t ,  in  any s ta te  in  
which th e re  i s  a r e g u la t io n  of th a t  kind by a s t a te  board or 
agency, a c c o u n ta n ts  who comply w ith  th e  r e g u la t io n  and conduct 
t h e i r  b u sin ess  in  accordance w ith  i t ,  in  our o p in io n , do no t 
run  any s u b s ta n t ia l  r i s k  of v io la t in g  th e  Sherman A ct. That
co n c lu sio n  i s  su b je c t to  c o n d itio n s  which have to  do w ith  th e
v a l id i ty  o f  th e  s ta te  r e g u la t io n  and th e  s ta te  law; th e y  a re
th a t  i t  must be a c t io n  th a t  th e  s ta te  board i s  a u th o r iz e d  to
ta k e , by s ta te  law , and th a t  i t  has tak en  in  accordance w ith  
th e  s t a t e  law ; th e  second i s  th a t  th e  agency which is s u e s  
th e  r e g u la t io n  m ust, in  t r u th  and f a c t ,  be an agency of th e  
s t a t e ;  must be o rg an iz ed , c o n tro l le d  by th e  s ta te  and no t be 
sim ply a p r iv a te  agency to  which th e  s t a t e  has d e le g a te d  p e r­
m issive  a u th o r i ty .  B ut, su b je c t to  th o se  two c o n d itio n s  
being  s a t i s f i e d ,  a s t a t e  r e g u la t io n  has th e  fo rc e  of law , and 
th o se  who obey i t  do no t v io la te  th e  Sherman A ct.
The op in io n  g iven  co v ers  o th e r  m a tte rs  which I  
s h a l l  no t a ttem p t to  d is c u s s  in  th e  s ta te m e n t. I  th in k  I
s h a l l  now su rre n d e r  th e  f lo o r  to  Mr. VanCise.
MR. VAN CISE: Mr. P r e s i d e n t ,  g e n tle m e n , la w y e rs  a r e  
g e n e ra lly  known a s  d e v i l s ' d i s c ip le s ;  th e r e f o r e ,  I  have much
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g r e a te r  need to  go to  church  th a n  you la d ie s  and gentlem en 
and , a few weeks ago, in  th e  course  o f  th e  sermon, I  heard 
th e  comment th a t  one e i th e r  le a rn s  from h is to ry  o r r e p e a ts
i t .
Now, what i s  th e  h is to ry  o f groups who engage in  
an a c t i v i t y  fo r  a p r o f i t  who have t r i e d  to  say th a t  th e  a n t i ­
t r u s t  law s a re  w onderfu l, but th ey  only  apply  to  th e  o th e r  
fe llo w ? Labor was th e  f i r s t  th a t  excep ted  t h i s ;  th e y  sa id  
th a t  th e  Act r e a d s , " tra d e  and commerce," th a t  i t  d id n ’t  
apply  to  them; th ey  worked w ith  t h e i r  hands. The c o u r ts  
have, ag a in  and a g a in , sa id  "No," and " L e g is la t io n  was needed 
to  exempt them ."
You have a group of o th e r s ,  in c lu d in g  a number o f  
my c l i e n t s ,  say in g , "You a re  working w ith  your b ra in ;  we 
a r e n ’t  engaged in  tr a d e  and commerce, and th e re fo r e  we a re  
e n t i t l e d  to  e s p e c ia l  p r iv i l e g e ."
We a ls o  have investm ent bankers and , oh, how angry 
th ey  were when to ld  th e  a n t i t r u s t  laws a re  b in d in g ; th e y  sa id  
th e y  were m erely g iv in g  investm ent counsel and should no t be 
su b je c t to  th e  law s. You have In su ran ce  b ro k e rs , you have 
r e a l - e s t a t e  b ro k ers , a la rg e  group—e n g in e e rin g  f irm s— one 
by one have s t r u c k  o u t .  The m ost p i t i f u l  was t h e  p a t e n t e e .
A ll he d id  was a p p lie d  fo r  a p a te n t from th e  government on
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an id e a , and th e  government wanted to  g ran t th a t  p a te n t— 
g ran te d  him e x p re ss ly  a monopoly and, fo r  a w h ile , th e  
c o u r ts  r id ic u le d ,  "Maybe here i s  th e  one e x c e p tio n ,"  B ut, 
f i n a l l y ,  th e  Supreme C ourt, b le s s  i t ,  swept i t  a s id e  and 
c o n f is c a te d  a p a te n t .
The on ly  d o u b tfu l a re a  th a t  e x i s t s  today  i s  a s  to  
s t a tu s  o f a p rov ince  o f in ju r y —th a t  i s ,  a p ro fe s s io n —and 
th e  only  reaso n  th e re  i s  any q u e s tio n  o f  doubt as to  you
gentlem en i s  because i t  happens th a t  law yers s ta y  out o f  
c o u rt and law yers a re  th e  ones who b rin g  th ie v e s  and , w hether 
you c a l l  i t  honor among th ie v e s  o r b ird s  o f a f e a th e r  or what­
n o t ,  we have always t r i e d  to  evade t h i s  is s u e  being  r a is e d .  
B ut, f i n a l l y ,  i t  was r a i s e d ,  and th e  d o c to rs  and p ro fe s s io n s  
went th e  way o f a l l  f l e s h. And, a s  Mr. Cox p o in ts  o u t, i f  
you cannot t r u s t  a s p e c ia l  exem ption, you a re  in  t r o u b le .  I f  
you a r e —would only  cowtow to  th e  a n t i t r u s t  laws and say ,
"Yes, you a re  w onderfu l, but we want to  r e g u la te  t h i s  s p e c ia l  
p r a c t ic e  and th a t  s p e c ia l  p r a c t i c e ,"  you’d p robab ly  g e t away 
w ith  i t .  B ut, i f  you say , a s  you have, "C om petition  i s  no t 
in  th e  p u b lic  i n t e r e s t , "  you a re  waving a f la g  a t  every  a n t i ­
t r u s t  p ro se c u to r  and every  tr ip le -d a m a g e  a r t i s t  o f th e  a n t i ­
t r u s t  b a r—and, l a s t  y e a r , a thousand  c a se s  were brought by 
tr ip le -d a m a g e  p l a i n t i f f s  and , i f  th a t  much i s  l i t i g a t e d —in
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P h ila d e lp h ia , a b ig  b u sin ess  went to  j a i l ;  in  th e —Ohio, sm all 
b u s in e ss  went to  j a i l  and , ou t in  Las Vegas, some l i t t l e  
plum bers working w ith  t h e i r  hands went to  j a i l .
A ll r i g h t ,  t h a t ’ s h is to r y .  What a re  you going to  
do? W ell, you can defy  h is to ry  and dare i t  to  re p e a t i t ­
s e l f —and, i f  you do, th e  law yers w i l l  ch ee r because you w il l  
su b s id iz e  them. You can alw ays get an a t to rn e y  to  g ive you
an o p in io n  th a t  t h i s  r u le  i s  la w fu l because th e re  i s  no square  
c o u rt case  and, i f  you pay him, he w i l l  g ive you an op in io n  
th a t  d is s e n s io n s ,  case a f t e r  c a se —and say , somehow, th e re  
ought to  be one rem ote e x c e p tio n , and can do i t  in  good f a i t h  
because th e re  i s  no square r u l in g  as to  accoun tancy . More 
th a n  t h a t ,  i f  you t r y  to  en fo rce  i t —o f  c o u rse , a r u le  i s  no 
good u n t i l  you en fo rce  i t —you w il l  have many a t to rn e y s  who 
w il l  be w il l in g  to  defend you, and I  w i l l  say , I  have p r o f i te d  
most when th e  c l i e n t s  have ac ce p ted  my adv ice  q u ic k ly — b u t, 
remember, i f  you g e t l i t i g a t i o n —and, I  might m ention, th e  
l i t i g a t i o n  w il l  no t n e c e s s a r i ly  be s p e c i f i c a l ly  about t h i s  
r u le ;  i f  you d is c ip l in e  any member and he wants to  g e t back 
to  you, he may sa y , he i s  being  d is c ip l in e d ,  no t because o f 
t h i s  o r  because o f t h a t ,  but because o f  t h i s  r u le .  T his i s  
a p r a c t ic e ,  when p a te n te e s  sue; th e  in f r in g e d  alw ays dreams 
up every  s o r t  o f a n t i t r u s t  v io la t io n ,  having n o th in g  w hatever
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to  do w ith  th e  in frin g em e n t— and t r y  to  ta k e  away your p a te n t . 
And, i f  you have th e  s k i l f u l  tr ip le -d a m a g e  p l a i n t i f f  th a t  
we have to d a y , he won’t  s to p  w ith  a t ta c k in g  j u s t  th re e -o h -  
th r e e ;  he w i l l  a t ta c k  your r u le  on s o l i c i t i n g ,  your p r a c t ic e  
on a d v e r t is in g ,  your whole house, in s o fa r  as  r e s t r a i n t  o f  
tr a d e  w il l  be pu t in  i s s u e ,  and Lord b le s s  you when you get
in to  th e  Supreme C o u rt.
Now, i f  you do no t wish to  d efy  th e  l ig h tn in g ,  what 
does h is to ry  te a c h  you? I t  te a c h e s  you th a t  you should use 
th e  "Yes, b u t . . . ” te c h n iq u e . We re p re se n te d  th e  in su ran c e  
com panies when th e  Supreme Court re v e rse d  abou t te n  d e c is io n s ,  
and s a id ,  "Look, we a r e n ’t  any lo n g er going to  give th e  in s u r ­
ance companies an exem ption, even though i t ’ s d e a lin g  w ith  
s o r t  o f a s e r v i c e ,” so th e  in su ran c e  companies went around 
to  s t a t e  a f t e r  s t a te  and got i t s  p re se n t exem ption. The r e ­
t a i l e r s ,  l i t t l e  r e t a i l e r s ,  l i t t l e  d ru g g is ts  in  p a r t i c u la r  were 
having very much th e  same problem  you gentlem en a re  about 
b ig  v e rsu s  sm a ll. They went to  s t a t e  a f t e r  s t a te  and got 
f a i r - t r a d e  exem ptions, and I  b e lie v e  th a t  many o f your s t a t e s  
a lre a d y  have th e  type  o f exemption which saves you, j u s t  to  
com plete th e  p ic tu r e ,  by having th e  o th e r  s t a t e s  enac t th e  
same ty p e  o f  s t a t u t e  o r ,  i f  t h a t ’ s to o  much w ork, do what t h e  
law yers do. We experim ented w ith  your tech n iq u e  w ith  an
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opin ion  o f  a sm all group in  1957. I t  was no t b ind ing  upon 
th e  a s s o c ia t io n ,  bu t an e th ic s  group sa id  th a t  co m p e titiv e  
b idd ing  was bad. Let us s top  th e r e .
The a n t i t r u s t  group, th e  a n t i t r u s t  s e c t io n , when 
i t  was o rg an iz ed , q u ie t ly  passed  th e  word—not o f f i c i a l l y —to  
th e  o th e r  g roups, "Don’t  f lo u t  th e  a n t i t r u s t  law s; you’ve got 
r u le s  a g a in s t  s o l i c i t i n g ,  a d v e r t i s in g ,  and we a lso  have a 
very  w onderful r u le  a s  to  how you determ ine your f e e . We 
n ever ta k e  on th e  a n t i t r u s t  law , d i r e c t l y . "
I know t h a t ,  in  u p s ta te —I w i l l  no t m ention th e  
s t a t e ,  th a t  was experim en ting  w ith  some mandatory r u le  w ith  
r e s p e c t  to  f e e s ,  e l im in a tin g  co m p e titiv e  b id d in g , and so 
f o r th ,  i t  happened, I  was a speaker on th a t  o cc as io n , and I  
q u ie t ly  rem inded them o f th e  a n t i t r u s t  law s. In  f a c t ,  I  spent 
most o f my tim e on t h a t ,  in s te a d  o f th e  a ss ig n ed  to p ic ,  and 
I  can a s su re  you, I  was as p o p u la r a s  a m osquito w ith  th e  
l i g h t s  o f f —b u t, i t  wasn’t  done.
I f  you c o n su lt your a t to rn e y  and he i s  w il l in g  to  
g ive you an op in ion  th a t  i t ’ s s a fe  to  co n tin u e  w ith  T hree-oh- 
th r e e ,  w i l l  you pu t him to  t h i s  a c id  t e s t ?  Ask him i f  he w i l l  
ta k e  your T h re e -o h -th re e  and put in  "Lawyer" in s te a d  o f
"A c c o u n ta n t"  and  su b m it i t  t o  t h e  A n t i t r u s t  S e c t io n  o f  th e
American Bar A sso c ia tio n , of which I  have been th e  Chairman
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[ la u g h te r ]  and see how f a r  h e ’ l l  g e t . [L augh ter]
Judge your counsel not by what he says bu t by what 
he does—i t ’ s your neck, no t h is !  [L aughter and ap p lau se ]
PRESIDENT TRUEBLOOD: Thank you, J e r r o ld —and, I  
f a i l e d  to  in d ic a te  in  my p re lim in a ry  rem arks th a t  we a ls o  have 
a t  th e  ta b le  Ralph Johns, Chairman o f th e  Committee on E th ic s ,
which concurs w ith  th e  E xecutive Committee and w ith  C ouncil
on th e  proposed a c t io n ,  and i t  was h is  Committee, a l s o ,  who 
developed Opinion Number E igh teen  t h i s  summer, and he i s  a v a i l ­
a b le  fo r  q u e s tio n s , i f  th e re  a re  any.
Bob H ib b e tts  o f Texas has asked fo r  th e  p r iv i le g e  
o f th e  podium to  make h is  p r e s e n ta t io n .  Mr. H ib b e tts?
MR. ROBERT J .  HIBBETTS [T exas]: Mr. P re s id e n t and 
Members, a t  i t s  annual m eeting in  June th e  Texas S o c ie ty  o f 
C e r t i f i e d  P ub lic  A ccountants unanim ously ex p ressed  i t s  o p p o si­
t io n  to  th e  r e p e a l  o f Rule-303 and d ir e c te d  i t s  o f f i c e r s  to  
a c t iv e ly  oppose i t s  r e p e a l .  This a c t io n  was ta k en  because 
we b e l ie v e , f i r s t ,  th e  acco u n tin g  p ro fe s s io n  d i f f e r s  r e a l l y  
from th a t  o f  law , m edicine and th e  o th e r  p ro fe s s io n s  in  th a t  
th e re  i s  th i r d - p a r ty  r e l ia n c e  in  our p ro fe s s io n . The a c c e p t­
ance by th e  p u b lic  o f  t h i s  d o c tr in e  has e s ta b l i s h e d  con fidence
in  th e  o p in io n s  o f  th e  C e r t i f ie d  P ub lic  A ccountan t. Rule-303 
i s  in  th e  p u b lic  in t e r e s t  because th e  p u b lic  does have a r ig h t
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to  r e ly  on our o p in io n s . I t  i s  no t a s e l f - s e r v in g  r u l e ,  a s  
i t  may appear w ithout due c o n s id e ra tio n  o f th i r d - p a r ty  r e l ia n c e .  
T hree, some Members would undoubtedly  succumb to  d o l la r  meas­
urement r a th e r  th an  to  m a in ta in  g e n e ra lly  accep ted  a u d i t in g
s ta n d a rd s .
Number Fo u r, we b e lie v e  th a t  th e  re p e a l  would open 
th e  door to  s o l i c i t a t i o n  th ro u g h  b id d in g  te c h n iq u e s  and , f i n a l ­
l y ,  we b e lie v e  th a t  r e l ia n c e  on s ta te -b o a rd  r u le s  might very  
w ell be our dow nfall in  complacency because re p e a l would 
cause s ta te -b o a rd  r u le s  to  e ro d e . They would become very
d i f f i c u l t  to  en fo rce  and e v e n tu a lly  would be re p e a le d .
Now, j u s t  a few m inutes ago , I  le a rn e d  and we 
le a rn e d  th a t  a form al op in ion  had been subm itted  by th e  Coving­
to n  and B u rlin g to n  f irm . We made an en q u iry  on t h i s  m a tte r  
du rin g  th e  summer months and we were ad v ised  a t  th a t  tim e th a t  
none has been su b m itted . B ut, be th a t  a s  i t  may, we do 
re sp e c t t h e i r  d is c u s s io n , as  p re se n te d  in  th e  June is su e  
o f The CPA; however, I  would remind you th a t  t h i s  d is c u s s io n  
m erely r e p re s e n ts  t h e i r  i n t e r p r e t a t i o n  o f  th e  law . O ther 
firm s might d i f f e r  w ith  them. Some of us in  Texas sought th e
9
op in ion  o f an eq u a lly -p ro m in en t f irm —Canaday, Hanger, Gootch,
?
C rav en s and S ta r b r o o k . When we le a r n e d  t h a t  Mr. G ootch o f  
th a t  firm  took  se r io u s  ex c ep tio n  to  th e  in t e r p r e t a t i o n  of th e
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firm  of Covington and B urton , we made th e  n e c essa ry  f in a n c ia l  
arrangem ents a t  no expense to  th e  I n s t i t u t e  to  have Mr. Gootch 
p re se n t to d a y , to  debate  th e  is s u e .  By l e t t e r  of September 
tw en ty -second , however, th e  I n s t i t u t e  ru le d  t h i s  p ro p o sa l ou t 
o f o rd e r , even though t h i s  m a tte r  might w ell be re so lv e d  on 
th e  b a s is  o f le g a l  t e c h n i c a l i t i e s .
I  have, here befo re  me, th e  form al op in ion  o f th a t  
firm  d ated  September 27, 1966; co p ie s  o f  i t  w i l l  be a v a i la b le  
to  each o f you as  you r e t i r e  from th e  room a t  th e  c lo se  of
t h i s  m eeting . I  should l ik e  to  read  th e  e n t i r e  o p in io n , but 
i t  i s  len g th y  and i t  w i l l  re q u ire  much thought and c o n s id e ra ­
t io n .  H erew ith i s  th e  su b s tan ce .
F i r s t ,  th e  c o n s tru c tio n  which has been p laced  on 
th e  second sen tence  o f S ec tio n  One o f  th e  Sherman Act r e l a t i n g  
to  an ex c ep tio n  in  th e  law has been held  to  app ly  to  s ta te  
statu tes and p u b lic  p o lic y  in  s t a t e s  which have adopted  th e  
f a i r - t r a d e  co n cep t, but th e  language i s  s u f f i c i e n t ly  broad to  
cover s ta tu e s  in  p u b lic -p o l ic y  pronouncem ents in  o th e r  f i e l d s ,  
such a s  accoun tancy .
Number tw o, our re s e a rc h  r e f l e c t s  th a t  th e  v a s t ,  
m ajor r u le  in  each  o f th e  s t a t e s  o f  th e  U nited S ta te s  d e c la re d  
a g a in s t  p u b lic  p o lic y  to  en fo rce  s t a tu te s  which re q u ire  com peti­
t i v e  b id d in g  in  th e  award o f  c o n tra c ts  p e r ta in in g  to  a governmental
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fu n c tio n  where th e  s e rv ic e s  to  be perform ed re q u ire  s p e c ia l  
s k i l l s ,  ex p e rien ce  and b u sin ess  judgem ent. Accountancy has 
been s p e c i f i c a l ly  in c lu d ed  among th e s e  s e rv ic e s .
Number th r e e ,  th e  l e g i s l a t i v e  h is to ry  o f th e  f e d e ra l  
a n t i t r u s t  laws show th a t  th ey  were dev ised  la rg e ly  in  o rd e r 
to  escape th e  d e v a s ta tin g  e f f e c t  o f r a t e  w ars.
Number Fo u r, in  our opinion, Rule-303 i s  not in  e f ­
f e c t  an agreem ent among th e  Members th a t  th e y  w i l l  no t engage 
in  p r ic e  co m p etitio n  because an a u d i t  r e p o r t  in v o lv e s  th e  r e ­
p u ta t io n  o f a C e r t i f i e d  P ub lic  A ccountant and a t h i r d  p a r ty  
who r e l i e s  on i t  has a cause o f a c tio n  a g a in s t  th e  acco u n tan t 
who i s  g u i l ty  o f  is s u in g  an im proper o r  f a l s e  r e p o r t .
Number F iv e , th e  e f f e c t  o f  Rule-303 i s  no t p r ic e ­
f ix in g  because co m p etitiv e  b idd ing  im p lie s  th a t  th e  c l i e n t  
would determ ine th e  scope of th e  a u d i t ,  in c lu d in g  th e  ex tend  
o f th e  t e s t s  to  be made and, in d eed , th e  p r ic e  o f th e  a u d i t  
might be c o n tin g en t upon the r e s u l t .  The Supreme Court has 
no t passed  on th e  q u e s tio n  o f w hether o r no t th e  p r a c t ic e  o f  
m ed icine, law or acco u n tin g  i s  in  tr a d e  o r commerce—b u t, 
l e t  us assume fo r  th e  moment th a t  i t  had; th e re  would s t i l l  
need to  be some v io la t io n  in  r e s t r a i n t  o f  t r a d e ,  some a c t 
such a s ,  fo r  exam ple, suppose we were to  say th a t  no a u d i t  
re p o r t  could  be d e liv e re d  f o r ,  sa y , n in e ty  days a f t e r  th e
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com pletion  o f  th e  a u d i t .  The d is c u s s io n  in  th e  June , 1966 
is s u e  o f The CPA r e l i e d  on a D is t r i c t  o f Columbia case in v o lv ­
in g  th e  p r a c t ic e  o f m edicine. N e ith e r th e  s ty le  o f th e  case 
nor th e  c i t a t i o n  was g iven  b u t, i f  t h i s  case  i s  "U nited S ta te s  
o f America v e rsu s  M edical A sso c ia tio n , e t  a l ,  O ne-ten F e d e ra l, 
Second, S e v e n -o h -th re e ,"  th e  f a c t s  in  th e  case should be men­
t io n e d . In  t h i s  case  th e  in d ic tm en t charged th a t  th e  defend­
a n t ,  th e  American M edical S o c ie ty  and th e  M edical S o c ie ty  o f  
th e  D is t r i c t  o f  Columbia, p lu s  tw enty-one p e rso n s , had con­
sp ire d  fo r  th e  p lan  and purpose o f r e s t r a in in g  and o b s t r u c t ­
ing  Group H ealth  A sso c ia tio n , In c o rp o ra te d , from engaging and 
r e ta in in g  q u a l i f ie d  d o c to rs  on i t s  s t a f f  on a s a la r ie d  b a s is  
and of o b ta in in g  acce ss  to  h o s p i ta l  in fo rm a tio n  fo r  th e  mem­
b e rs  a s  w ell a s  hampering and o b s tru c t in g  d o c to rs  on th e  s t a f f
o f Group H ealth  A sso c ia tio n  from o b ta in in g  c o n s u l ta t io n s  from
o th e r  d o c to rs  and s p e c i a l i s t s  p r a c t ic in g  in  th e  D is t r i c t  o f 
Columbia, a s  w ell as p re c lu d in g  them from t r e a t i n g  and o p e ra t­
in g  on t h e i r  p a t i e n t s  in  W ashington h o s p i ta ls  [ s i c . ] .
In  our o p in io n , th e se  f a c t s  d id  p re se n t a r e s t r a i n t  
o f t r a d e ,  a r e s t r a i n t  o f  th e  tr a d e  of Group H ea lth  A sso c ia tio n , 
In c o rp o ra te d . I  cannot conceive o f  a p r iv a te  person  o r a 
th i r d  p a r ty  who could e s t a b l i s h  a case  based on th e  f a i lu r e  
to  re c e iv e  co m p etitiv e  b id s  in  co nnection  w ith  an a u d i t ,  u n le ss
i l l
i t  be a s u i t  by a d is g ru n tle d  s to c k h o ld e r a g a in s t  th e  d i r e c ­
to r s  o f  a c o rp o ra tio n  fo r  no t se cu rin g  b id s  on th e  th e o ry
th a t  th e  c o rp o ra tio n  may have saved some money. T his seems
q u ite  rem ote because a m a tte r  o f  b u s in e ss  judgement on th e  
p a r t  o f  c o rp o ra te  d i r e c to r s ,  ab sen t frau d  o r  g ro ss  n e g lig e n c e ,
i s  no t co n s id e red  a c t io n a b le .  I  cannot conceive o f th e  J u s t ic e
Department ta k in g  an in t e r e s t  in  th e  q u e s tio n  o f co m p etitiv e  
b id d in g  a s  a p p lie d  to  a c c o u n ta n ts  and o th e r  p ro fe s s io n s  where 
th e  o v e r - a l l  p u b lic  p o lic y  e x i s t in g  in  th e  v a r io u s  s t a t e s  o f 
th e  U nited S ta te s  i s  opposed to  th e  aw arding o f c o n tra c ts  fo r  
p ro fe s s io n a l  s e rv ic e s  on a co m p e titiv e  b a s i s ,  and p a r t i c u la r ly  
because , from th e  beg inn ing  of tim e , th e  independence o f th e  
p ro fe s s io n s  has been a very  c h e rish e d  tru ism .
On th e  o th e r  hand, th e  J u s t ic e  Department would be 
in te r e s te d  i f  th e  co m p e titiv e -b id d in g  r u le  were removed. J u s t  
suppose, fo r  in s ta n c e , th a t  b id s  were c a l le d  and th e  q u o ta tio n s  
o f s e v e ra l  firm s came in  a t  about th e  same tim e on very  c lo s e ly -
s im ila r  te rm s .
Now, t h i s  le g a l  op in ion  su re ly  c a s ts  some reaso n ab le  
doubt a s  to  w hether Rule-303 p la c e s  us in  v io la t io n  o f th e  
Sherman A ct. Much p u b l ic i ty  has been given to  th e  f a c t  th a t  
C o u n c il v o te d ,  two t o  o n e , f o r  r e p e a l ;  I  subm it t o  you t h a t  
very l i t t l e  tim e was g iven  in  advance o f  th e  m eeting a t  Boca
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Raton to  study  t h i s  m a tte r , and th e  a t to rn e y  fo r  th e  I n s t i t u t e  
d id  p re se n t only one s id e  of th e  q u e s tio n . As my memory se rv es  
me, a change in  tw e n ty -s ix  v o tes  would have d e fe a te d  t h i s  
p ro p o sa l.
I t  seems to  me th a t  we a re  moving much to o  f a s t  
in  t h i s  m a tte r  fo r  th e  good o f our p ro fe s s io n . A fte r  a l l ,  no 
a l t e r n a t i v e s  have been ad e q u a te ly  c o n s id e re d . A fte r  f u r th e r  
study  we might want to  r e t a in  Rule-303 as  i t  now s ta n d s , o r 
we might want to  p o s i t io n  i t  a s  an a d d i t io n  to  R ule-101, 
which governs our independence, so th a t  i t  would r e l a t e  only
to  th e  a t t e s t  fu n c tio n .
F in a l ly ,  and a s  a t h i r d  p o s s i b i l i t y ,  we might want 
to  r e tu rn  to  our o ld  ru le  which made co m p e titiv e  b id d in g  an 
o ffe n se  i f  i t  v io la te d  any r u le  o f th e  reco g n ized  s t a t e  so c ie ty  
o r  o f f i c i a l  board of th a t  s t a t e .  A ccording to  our By-Laws, 
however, t h i s  m a tte r  must be subm itted  to  a m ail b a l l o t .  So 
th a t  th e re  might be f u r th e r —might be tim e fo r  f u r th e r  s tu d y ,
I  s in c e r e ly  in v i te  each and every  one o f  you to  jo in  th e  more 
th an  3 , 700 Members from Texas who w il l  vo te  a g a in s t  r e p e a l ,  
and I  thank  you. [A pplause]
PRESIDENT TRUEBLOOD: Thank you, Mr. H ib b e tts . We 
would a p p re c ia te ,  o r we would be p le a se d  to  re c e iv e  a copy 
o f th e  Gootch op in ion  as  a  m a tte r  o f  re c o rd  o f th e  p roceed ings
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o f t h i s  m eeting , i f  you would wish to  to  d o .
MR. HIBBETTS: Copies of th a t  o p in io n  w il l  be a v a i l ­
a b le  o u ts id e  th e  room a t  th e  c lo se  of th e  m eeting . [L aughter 
and a p p lau se ]
PRESIDENT TRUEBLOOD; Thank you. Now, i f  each o f 
you who chooses to  speak w il l  go to  th e  m icrophone c lo se  to  
you—a g a in , give your name c l e a r ly ,  and your s t a t e . . .
MR. ALBERT G. SCHWEISS, JR. [South D akota]: Al  
Schw eiss, South Dakota! On September th e  e ig h th  and n in th  
o f t h i s  year th e  South Dakota A sso c ia tio n  o f  C e r t i f ie d  P ub lic  
A ccountan ts h e ld  i t s  annual m eeting in  Sioux Fa l l s ,  South 
D akota. The S ta te  S o c ie ty , l ik e  th e  Texas S o c ie ty , took  an 
o f f i c i a l  stand  d u rin g  th e  course  o f th a t  m eeting in  th e  form 
of a r e s o lu t io n  which has become p a r t  o f th e  re c o rd  o f th e  
p ro ceed in g s o f th a t  m eeting . I  would j u s t  l ik e  to  read  th e  
r e s o lu t io n ,  a s  passed  by th e  South Dakota A sso c ia tio n , keeping 
in  mind th a t  a t  our m eeting we had approx im ate ly  s ix ty  p er 
cen t o f  our Members p re s e n t ,  which i s  a p r e t ty  good quorum, 
and we vo ted  unanim ously. I  w i l l  now read  th e  r e s o lu t io n .
WHEREAS, th e  Members o f th e  South Dakota S o c ie ty  of 
C e r t i f ie d  P ub lic  A ccountan ts a re  o f  th e  o p in io n  th a t
co m p etitiv e  b idd ing  in  th e  p ro fe s s io n a l  p r a c t ic e  i s  con­
ducive to  a co m p e titiv e  s i tu a t io n  whereby th e  work o f
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th e  p ro fe s s io n  may become substandard  th ro u g h  an e f f o r t
to  accom plish  an u n r e a l i s t i c a l l y  low f e e ,  and
WHEREAS, i t  i s  a reco g n ized  p r a c t ic e  in  o th e r  p ro ­
f e s s io n a l  s o c ie t i e s  to  e s ta b l i s h  minimum fe e s ,  s ta n d a rd  
fe e s  and r u le s  a g a in s t  co m p e titiv e  b id d in g , and
WHEREAS, Rule-303 o f th e  R u les o f P ro fe s s io n a l Con­
duct o f  th e  American I n s t i t u t e  o f C e r t i f i e d  P ub lic  Ac­
c o u n ta n ts  r e l a t i n g  to  co m p e titiv e  b id d in g  i s  deemed to  
be in  th e  b es t i n t e r e s t s  o f  th e  South Dakota S o c ie ty  o f
C e r t i f i e d  P ub lic  A ccountants and i t s  members and th e  p ro ­
fe s s io n  a s  a whole, and
WHEREAS, th e re  ap p ears  to  be no s u i ta b le  s u b s t i tu te  
fo r  Rule-303 which would p rev en t th e  afo rem entioned
p o s s i b i l i t y  o f  substandard  p r a c t i c e ,  and
WHEREAS, Rule T h ir te e n  of th e  R ules o f P ro fe s s io n a l
Conduct s e t  f o r th  by th e  South Dakota Board o f Accountancy
p r o h ib i t s  co m p e titiv e  b id d in g  a s  being  d e tr im e n ta l to  th e  
i n t e r e s t  o f  th e  p u b lic  and to  th e  acco u n tin g  p ro fe s s io n  
and th e  Members o f th e  South Dakota S o c ie ty  o f C e r t i f ie d
P ub lic  A ccountan ts d e s ire  t h i s  r u le  be r e ta in e d ,  and 
WHEREAS, th e  Members o f  th e  South Dakota S o c ie ty
o f  C e r t i f i e d  P ub lic  A ccountants a re  o f th e  op in ion  th a t  
co m p e titiv e  b id d in g , a s  such , would be in ju r io u s  to  th e
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sm all p r a c t i t io n e r s  in  th e  p ro fe s s io n  due to  th e  i n a b i l ­
i t y  to  compete in  a fee  c o n te s t  w ith  th e  la rg e  members 
o f  th e  p ro fe s s io n , and
WHEREAS, Rule-303 has been in  e x is te n c e  fo r  tw en ty - 
f iv e  y ea rs  and has never been su b je c te d  to  p u b lic  c r i t i ­
cism , and
WHEREAS, in  th e  tw e n ty -f iv e  y ea rs  o f e x is te n c e  o f 
th e  R u le , th e  Committee on P ro fe s s io n a l E th ic s  of th e
American I n s t i t u t e  o f  C e r t i f ie d  P ub lic  A ccountants has
not found a prim a fa c ie  case o f  v io la t io n  o f th e  R ule, 
seeming to  in d ic a te ,  th e  Rule has been e f f e c t iv e ,  now
th e re fo re  be I t
RESOLVED, th a t  th e  South Dakota S o c ie ty  o f C e r t i f i e d  
P ub lic  A ccountants hereby goes on re c o rd  a s  being  opposed 
to  th e  r e p e a l  o f  Rule-303 o f th e  R ules o f P ro fe s s io n a l
Conduct o f  th e  American I n s t i t u t e  o f C e r t i f i e d  Public
A ccoun tan ts ,
Thank you.
PRESIDENT TRUEBLOOD: Thank you, Mr. Schw eiss.
MR. SAMUEL J .  DUBOFF [New York]: Sam D uboff, New 
York C ity ! I  am not speaking fo r  th e  S ta te  S o c ie ty , T his
i s  a  m o re • • •
PRESIDENT TRUEBLOOD: J u s t  a l i t t l e  c lo s e r  to  th e
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m icrophone, Sam, p le a se !
MR. DUBOPP: I  am no t speaking  fo r  a s t a t e  s o c ie ty .
T his i s  a more p e rso n a l kind o f e x p e rie n c e , bu t our firm  was 
r e lu c ta n t  to  face  up to  th e  need to  vo te  to  re p e a l R u le-303 .
We f e l t  303 was im portan t to  th e  p ro fe s s io n  and I n s t i t u t e  and
th a t  re p e a l would be some co n cess io n  th a t  we were no t a  p ro ­
f e s s io n  but in  tr a d e  o r commerce. However, we were im pressed 
by th e  views ex p ressed  by le g a l  co u n se l. To a id  us in  having
a vo te on th e  is s u e  we went to  our own c o u n se l, r e ta in in g  th e  
?
firm  o f B reed, A bbott and B e a lie u , and p a r t i c u l a r ly  one o f  th e  
?
p a r tn e r s ,  R obert A. D isk , fo rm erly  head o f th e  A n t i t r u s t  D iv i­
s io n  o f th e  J u s t ic e  D epartm ent. Mr. D ick’ s o p in io n  seems to  
be c o n tra ry  to  th e  opi n ion  o f th e  I n s t i t u t e ’ s co u n se l. [Laugh­
t e r  and ap p lau se ]
I  am no t going to  quote h is  op in io n  a t  le n g th ;  I 
am j u s t  going to  read  two se n te n c e s , q u o te ,
Though any judgem ent must be f a r  from f irm , my 
co n c lu sio n  i s  th a t  A rtic le -3 0 3  o f  th e  p re se n t Code o f
P ro fe s s io n a l E th ic s  would no t l i k e ly  provoke a n t i t r u s t  
a t ta c k  by th e  J u s t ic e  D epartm ent. E qually  im p o rta n t, 
should th e  p ro v is io n  be a t ta c k e d  in  a p r iv a te ,  t r e b l e -  
damage s u i t  by a d is g ru n tle d  acco u n tin g  firm  or by a 
c l i e n t ,  chances would be good fo r  a su c c e s s fu l defense
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in  c o u r t .
Our firm  now b e lie v e s  th a t  i t  can vo te  a g a in s t  
r e p e a l  o f  303. We b e lie v e  th a t  o th e r  Members have undoubtedly 
been in f lu e n c e d  by th e  le g a l  is s u e s  in v o lv ed , and we th e r e ­
fo re  thought th a t  t h i s  m eeting would be in te r e s te d  in  t h i s  
op in io n  from Mr. D ix, e s p e c ia l ly  in  view  o f  h is  p rev io u s  a s ­
s o c ia tio n  w ith  th e  A n ti t r u s t  D iv is io n . In  view  o f  th e  d iv e rg ­
in g  o p in io n s  o f  emanent law y ers , perhaps th e  le g a l  p ro fe s s io n  
should s e t  up som ething l ik e  our own A ccounting P r in c ip le s  
Board! [L aughter and ap p lau se ] I t  might be wise to  d e la y , 
i f  p o s s ib le ,  a m ail b a l lo t  so th a t  our le a d e rs h ip  in  th e  In ­
s t i t u t e  might c o n s id e r and study th e  d i f f e r e n t  v iew po in ts  on 
th e  im portan t is s u e  o f 3O3. Mr. Dix has in d ic a te d  h is  w il l in g ­
n e s s , i f  in v i te d ,  to  meet th en  w ith  th e  I n s t i t u t e  Counsel and 
h is  e x e cu tiv e  group to  d is c u s s  t h i s  m a tte r . Thank you. [Ap­
p la u se ]
PRESIDENT TRUEBLOOD: The gentlem an in  th e  a i s l e
on my l e f t !
MR. IRVING KELLOGG [ C a l i fo r n ia ] :  I rv in g  K ellogg, 
from C a lifo rn ia !  I  have a q u e s tio n  fo r  co u n se l. Assuming 
th a t  you a re  r i g h t ,  co u n se l, would you g ive us one or two 
h y p o th e tic a l s i tu a t io n s  which would develop such a case and 
what would th e  p e n a l t i e s  be—c i v i l  o r c r im in a l?  Who would be
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th e  defendant and, i f  th e re  were a p u n itiv e  p e n a lty , do you 
th in k  i t  would he covered by th e  p re se n t a c c o u n ta n t - l i a b i l i ty  
in su ran ce?  [L augh ter]
PRESIDENT TRUEBLOOD: Mr. Cox?
MR. COX: I  s h a l l  t r y  to  answer e v e ry th in g  excep t
th e  q u e s tio n  s ta te d  in  th e  l a s t  c la u s e . T his q u e s tio n  might 
a r i s e  in  a number o f ways. There might be a d i f f e r e n c e —i t  
would be a d if fe re n c e  in  f a c t  th a t  would g ive r i s e  to  i t ,  and
th e  consequences th a t  fo llow  would depend upon th e  n a tu re  o f
th e  p ro ceed in g . I  w ill  g ive you some h y p o th e tic a l in s ta n c e s ,
th e  f a c t  o f how i t  might a r i s e .
Of c o u rse , i t  might a r i s e ,  as  has been m entioned 
e a r l i e r ,  i f  an a ttem p t would be made to  e n fo rce  th e  ru le
a g a in s t  a Member o f  th e  I n s t i t u t e  who has subm itted  a r e s ­
ponse to  an in v i t a t io n  fo r  co m p e titiv e  b id s . Now, th a t  Mem­
ber might do one o f two th in g s .  He could  go to  th e  A n t i t r u s t  
D iv is io n  and com plain , in  th e  hope to  get them in te r e s te d ,  or 
he could r e t a in  h is  own lawyer who could  b rin g  a p r iv a te  s u i t  
a g a in s t  th e  I n s t i t u t e  and c e r ta in  o f th e  Members in  circum ­
s ta n c e s  which I  s h a l l  mention in  a moment. I f  he should  be
su c c e s s fu l in  in te r e s t i n g  th e  A n t i t r u s t  D iv is io n , i t  could  
p roceed , a l s o ,  e i th e r  by a c r im in a l p roceed in g  a s  i t  d id  ag a in s t 
th e  d o c to rs  in  th e  D is t r i c t  o f  Columbia, o r in  a c i v i l  p ro ceed in g .
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The o b je c t o f  th e  c r im in a l p roceed ing  would be to  
p u n ish ; th e  o b je c t o f th e  c i v i l  p roceed ing  would be to  p re v e n t, 
by in ju n c t io n . I f  th e  government should be su c c e s s fu l in  a 
c r im in a l p ro ceed in g , i t  could impose—th e  co u rt could  impose 
a f in e  o f no t more th a n  f i f t y  thousand d o l la r s  fo r  each s in g le
o ffe n se  th a t  was encompassed in  th e  in d ic tm en t o r ch a rg e , A 
p r ic e - f ix in g  c a se — i t ’ s alw ays p o s s ib le ,  i f  th e  government 
wants t o ,  to  la y  th re e  ch a rg es—one under S ec tio n  One and two 
under S ec tio n  Two, which p r o h ib i t s  c o n s p ira c ie s  to  monopolize 
and a ttem p t to  m onopolize. So, in  th e o ry , you could  have 
th re e  se p a ra te  o f fe n s e s .
The s ta tu te s  a ls o  perm it th e  co u rt to  se n ten c e , im­
pose sen ten ces o f  im prisonm ent of no t more th an  one y e a r.
Now, th o se  p e n a l i t i e s  could  be imposed upon th e  I n s t i t u t e  
b u t, o f co u rse , i t  co u ld n ’t  be im prisoned . I t  could  a lso  be 
imposed upon any Member o f th e  I n s t i t u t e ,  any o f  i t s  O ff i­
c e rs  o r D ire c to rs  o f permanent S ta f f ,  o r any Members o f th e  
I n s t i t u t e  who, a s  a Member o f th e  Committee or o th e rw ise  
has a d v ise d , d ir e c te d  or o th erw ise  acq u iesced  in  any o f th e  
a c t io n s  which v io la te d  th e  law . In th e  case  o f a p r iv a te  
s u i t ,  th e  p r iv a te  Member, i f  he i s  s u c c e s s fu l— say , i f  he 
had been e x p e lle d , i f  he could  prove h e ’d su f fe re d  any mone­
ta r y  lo s s  by reaso n  o f t h a t ,  he could  reco v e r h is  damage
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th r e e fo ld ,  p lu s  a rea so n ab le  fee  fo r  h is  a t to r n e y . I  am no t 
going t o ,  a s  I  s a id , t r y  to  answer th e  in su ran ce  q u e s tio n .
PRESIDENT TRUEBLOOD: Who w ishes n ex t to  be heard?
J e rry ?
MR. VANCISE: No.
MR. COX: I  fo rg o t!  Going over th e  h y p o th e tic a l 
s i t u a t io n s ,  th e re  i s  one q u ite  im portan t th a t I  d id n ’t  m ention, 
and th a t  i s  th e  p o s s i b i l i t y  th a t  some agency, more l ik e ly  to  
be a p u b lic  agency th a n  a p r iv a te  one—person  o r ,  i t  could  
happen, indeed , w ith  a p r iv a te  p e rso n —who had s o l i c i t e d  com­
p e t i t i v e  b id s  and had been to ld  by a number o f ac co u n ta n ts  
th a t  they  co u ld n ’t  o r wouldn’t  submit re sp o n se s  to  th e se  in ­
v i t a t io n s  because o f t h i s  r u l e ,  could  com plain to  th e —would 
com plain to  th e  A n t i t r u s t  D iv is io n  o r i n s t i t u t e  a c t io n  o f  i t s  
own and, i f  i t  were a f e d e ra l  agency, fo r  exam ple, t r y in g  to  
get co m p e titiv e  b id s  fo r  acco u n tin g  s e rv ic e s  in  which i t  was 
in t e r e s t e d ,  and found th a t  i t  co u ld n ’t  get co m p e titiv e  b id s  
because of th e  r u le  and com plained to  th e  A n t i t r u s t  D iv is io n
fo r  th a t  rea so n —t h i s  i s  a n o th e r f e d e ra l  agency—my own ju d g e ­
ment i s  th a t  th e  A n t i t r u s t  D iv is io n  would be l ik e ly  to  pay
very s e r io u s  a t t e n t io n  to  th a t  co m p la in t.
MR. VANCISE: I  t h in k  we sh o u ld  c o v e r  t h e  q u e s t io n
about th e  one no t answ ered—w hether you can g e t in su ran ce
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a g a in s t  th e  r i s k .  You c a n ’t  get in su ran ce  a g a in s t  th e  r i s k  
o f going to  j a i l  and , i f  I  were to ld  th a t  I  were ta k in g  a 
course  o f conduct t h a t — as to  w hether o r no t I  would go to
j a i l ,  and th e  most my counsel would say were th a t  my chances 
were good, I  would n o t .  But, I  don’t  th in k  I ’d ta k e  th a t  
r i s k  because a l l  your a t to rn e y  th en  can do, i f  you l o s t ,  i s  
v i s i t  you! [L aughter]
PRESIDENT TRUEBLOOD: The gentlem an a t  th e  microphone
in  th e  m iddle a i s l e !
MR. JOHN P. JOYCE [C a l i fo r n ia ] :  Mr, P re s id e n t ,  Jack  
Joyce, o f C a lifo rn ia !  I  am one o f th e  members o f  th e  m in o rity
group of roughly  fo r ty  o r f i f t y  who opposed t h i s  a c t io n  a t  
Boca R aton. One o f my reaso n s  fo r  so doing i s  t h a t ,  fo r  te n  
y e a rs  in  C a l i f o rn ia ,  I  worked on com m ittees to  p rov ide  such 
a r u le  fo r  C a l i f o rn ia .  At th e  end o f th e  te n  y ea rs  we suc­
ceeded in  g e t t in g  a r u le ,  even s h o r te r  th a n  th e  I n s t i t u t e ’ s 
s ta te m e n t— sim ply , th a t  a Member s h a l l  not make a co m p e titiv e  
b id  fo r  an acco u n tin g  engagem ent.
We have not had a case  under t h i s  r u l e .  D uring t h i s  
p e rio d  o f tim e a s u b s ta n t ia l  segment o f  th e  p u b l ic ,  and p r in ­
c ip a l ly  governm ental bod ies whom th e  gentlem an j u s t  r e f e r r e d  
to  who used to  send out c i r c u la r s  say ing  th a t  ’’Bids w i l l  be 
opened a t  th re e  o ’c lo ck  next Tuesday fo r  th e  a u d i t  o f  t h i s  c i t y , it
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or "of t h i s  c o u n ty ,"  have ceased  sending  ou t such l e t t e r s  and 
have to ld  u s , when we have appeared  b efo re  them , "We r e a l i z e  
you now have a r u le  a g a in s t  co m p etitiv e  b id d in g , so p le a se  
t e l l  us why we should h ire  your firm  as  opposed to  a n o th e r . "
So, i t  comes down to  a m a tte r  o f  norm al se le c tio n *
I  am convinced t h a t ,  i f  we re p e a l  t h i s  r u le  o f th e  I n s t i t u t e ,  
th a t  C a l i fo rn ia  w i l l  do so a l s o ,  s in ce  th e  Board o f D ire c to rs  
o f th a t  S o c ie ty  has unanim ously endorsed th e  a c t io n  of C ouncil. 
T h e re fo re , t h i s  work th a t  we have done fo r  te n  y ea rs  in  edu­
c a t in g  th e  people o f  C a lifo rn ia  w i l l  go fo r  n augh t.
PRESIDENT TRUEBLOOD: The nex t gentlem an, in  th e
m iddle a i s l e !
? 
MR. EMANUEL GOLDEN [P re s id e n t ,  C onnecticu t S o c ie ty  
o f C e r t i f i e d  P ub lic  A ccoun tan ts]: Emanuel Golden, P re s id e n t ,  
C onnecticu t S o cie ty  o f CPA' s ! I t  i s  t r u e  th a t  th e  American 
I n s t i t u t e  i s  p lan n in g  to  recommend to  th e  v a r io u s  s ta te  
s o c ie t i e s  th a t  th e y , to o , a b o l is h  t h e i r  re s p e c tiv e  r u le s  a g a in s t 
co m p e titiv e  b id d in g . The C onnecticu t S o cie ty  has voted no t 
to  ta k e  any stand  in  advance o f t h i s  m eeting but to  l i s t e n  to  
th e  p ro ceed in g s fr om th e  m eeting and th e n  recommend to  th e  Mem­
b e rs , a c c o rd in g ly .
PRESIDENT TRUEBLOOD: I t  i s  n o t  t r u e  t h a t  we p ro p o se
to  recommend th a t  s im ila r  r u le s  a t  th e  s ta te  le v e l  be abandoned.
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Would you ca re  to  speak f u r th e r  on th a t  p o in t ,  Mr. Cox? You 
m entioned i t  in  your i n i t i a l  p r e s e n ta t io n ,
MR. COX: I  w i l l  not speak to  th e  p o in t o f what th e  
I n s t i t u t e  w i l l  recommend b u t, in  a  s t a t e  where th e re  i s  a 
r u le  by a s t a t e  board and a lso  a r u le  by a s t a t e  s o c ie ty ,  
th e  members o f th a t  s o c ie ty ,  so f a r  as  concerns t h e i r  a c t i v i ­
t i e s  w ith in  th e  s t a t e ,  a r e —run no r i s k ,  in  our o p in io n , in  
com plying w ith  t h e i r  so c ie ty  r u l e s ,  s in c e  th a t  r u le  i s  th e  
same r u le  th a t  i s  imposed by th e  s ta te  a s  a m a tte r  o f law.
There might be some argument abou t w hether both  a re  n e c e ssa ry , 
but they  bo th  have th e  same e f f e c t  on conduc t, and you c a n ’t  
get in to  tro u b le  i f  you comply w ith  them.
MR. GOLDEN: Yes, t h i s  was q u i te  c l e a r  to  me when 
you m entioned i t  i n i t i a l l y .  I t  i s  our purpose to  make th e  
answer to  t h i s  q u e s tio n  a p a r t  o f th e se  p ro cee d in g s . Thank
you.
PRESIDENT TRUEBLOOD: Thank you. Yes—th e  m iddle
a i s l e !
MR. RICHARD C. REA [O hio]: I  am Dick Rea, and I  
am from Ohio. When I  jo in e d  th e  American I n s t i t u t e  some tw enty 
y e a rs  ago Rule-303 was an accep ted  canon in  th e  Code o f  E th ic s  
and ev e ry th in g  th a t  I  have read  and h ea rd , been to ld  in  th e  
y ea rs  th a t  have passed  by s in ce  th e n  has re p e a te d ly  em phasized
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th a t  co m p etitiv e  b idd ing  fo r  p u b lic -a c c o u n tin g  s e rv ic e s  i s  no t 
in  th e  p u b lic  i n t e r e s t .  Now we a re  to ld ,  we must re p e a l t h i s
r u le  because o f a fe a r  o f a n t i t r u s t  a c t io n .
Are we going to  re p e a l th e  r u le  w ithout f i r s t  having 
determ ined w hether o r no t co m p etitiv e  b idd ing  is  o r  i s  no t in
th e  p u b lic  in te r e s t?  I t ’ s been m entioned th a t  th e  f e a r  o f  
a n t i t r u s t  a c t io n  i s  th e  p r in c ip a l  re a so n , but a n o th e r reason  
has been g iv en —i s  th a t  th e  r u le  i s  u n en fo rcea b le , W ell, 
gentlem en, fo r  a l l  p r a c t i c a l  purposes we have some o th e r  r u le s
th a t  a re  no t e n fo rc e a b le . We don’t  seem to  have very  much 
l e f t  in  e n fo rc in g  R ules-2  02 and 203 on su b stan d ard  work, but 
nobody i s  recommending th a t  th e se  ru le s  be removed. [L aughter 
and ap p lau se ]
I f  i t  can ’t  be— i f  Rule-303 c a n ’t  be e n fo rc e d , how 
a re  th ey  going to  propose enforcem ent o f Opinion E ig h teen , 
which i s  supposed to  ta k e  th e  p la ce  o f R ule-303? Now, th e
reason  i s  a lso  given th a t  th e  r u le  i s  co n fusing  and th a t  no
one has ev e r succeeded in  d e f in in g  what i s  meant by "com peti­
t iv e  b id d in g .” W ell, to  me, t h i s  seems very s tra n g e , because 
I  have had no tro u b le  in  my mind d e te rm in in g  what i s  and what 
i s  not ’’co m p e titiv e  b id d in g .” To me, th e  Code of E th ic s  
resem bles an a rc h ; i f  we remove one stone from t h i s  a rc h , 
can we be su re  th a t  th e  a rch  won’t  f a l l  a p a r t ,  and w i l l  no t
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th e  rem oval o f Rule-303 out o f  f e a r  lower th e  re sp e c t fo r  th e
o th e r  ru le s ?
I  th in k  we must vote a g a in s t  th e  r e p e a l o f  Rule-303 
u n t i l  we have determ ined i f  co m p e titiv e  b idd ing  i s  o r  i s  not
in  th e  p u b lic  i n t e r e s t .  I f  we determ ine th a t  i t  i s  in  th e  
p u b lic  in t e r e s t  to  have co m p e titiv e  b id d in g , th en  l e t ’ s r e ­
move Rule-303 b u t, i f  we dec ide  th a t  co m p e titiv e  b idd ing  i s  
no t in  th e  p u b lic  i n t e r e s t ,  th e n  l e t ’ s stand  up fo r  ou r b e l i e f s  
and have th e  courage to  f ig h t  a l l  th e  way to  th e  Supreme C ourt. 
[A pplause]
?
PRESIDENT TRUEBLOOD: Mr. S lo a t ,  o f  C olorado, f i r s t !  
M aintain  your p la c e  th e r e ;  you w i l l  be n e x t.
MR. SLOAT: I  th in k  some o f th e  d is c u s s io n , h e re , 
in d ic a te s  th e re  i s  a l i t t l e  m isu nderstand ing  about what i t  i s  
we a re  f ig h t in g  ab o u t. I  don’t  b e lie v e  anybody, our le g a l  
c o u n se l, our O ff ic e r s , our C o u n c il, th a t  vo ted  fo r  t h i s  have 
spoken to  th e  m e r its  o f whether o r no t com petitive b id d in g  i s  
o r  i s  no t in  th e  p u b lic  i n t e r e s t .  T his i s  no t th e  is s u e .
We a re  m erely being  to ld  by our le g a l  co u n se l th a t  what we 
a re  do ing—our r u le s  a re  a g a in s t  th e  law , not th a t  th e y  a re  
a Code o f E th ic s  o f  th e se  th in g s ,  t e l l i n g  us to  do or t e l l i n g  
us not to  do a re  im proper or no t in  th e  p u b lic  i n t e r e s t  [ s i c . ] .
We have, in  th ir ty - s ix - s o m e  s t a t e s ,  som ething over
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seven ty  p e r cen t o f th e  s ta te  r u le s  o f  th e  s t a t e  boards which 
a re  a p p a re n tly  e f f e c t iv e  and a re  u n a s s a i la b le  under th e  Sher­
man A n t i t r u s t  A ct. So, we have been a rg u in g , no t about doing 
away w ith  th e  r u le  because th e  r u le  would s t i l l  be e f f e c t iv e  
and w ith  many more t e e th  th a n  th e  American I n s t i t u t e  r u le — 
th a t  i s ,  t e e th  th a t  could a c tu a l ly  cause suspension  o f  your
c e r t i f i c a t e .
We a re  a rg u in g , th e n , no t about w hether o r no t we 
should have such a r u l e —m erely w hether th e  I n s t i t u t e  here
should m ain ta in  a  r u le  which p re ju d ic e s  i t s  p o s i t io n  in  th e
p u b lic  community and p re ju d ic e s  i t s  o f f i c e r s  and th e  members
o f  th e  s t a f f  by cau sin g  them to  be under a shadow, a cloud 
o f some type  o f c r im in a l o r c i v i l  a c t io n .  I t  seems to  me
th a t  i t  behooves our p ro fe s s io n  to  go back to  th e  s t a t e s
where we do no t y e t have s ta te -b o a rd  ru le s  and seek a  s t a t e -
board ru le  which w il l  d o v e ta i l  w ith  what th e  o th e r  seventy
p er cen t o r so o f th e  s t a t e s  have. Then we w il l  have an un­
a s s a i l a b le  p o s i t io n .
No one i s  su g g e s tin g  th a t  we s t a r t  b id d in g  com peti­
t i v e l y .  C e r ta in ly  our I n s t i t u t e  i s  no t in te n d in g  fo r  us to  
ta k e  a c t io n  which w il l  encourage co m p etitiv e  b id d in g . Each 
of u s f e e l  i t  in  our h e a rt th a t  co m p e titiv e  b id d in g  i s  no t in  
th e  p u b lic  i n t e r e s t ,  and t h i s  i s  not th e  is s u e ,  h e re ; th e
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is su e  i s  m erely , should  we co n tin u e  to  c o n ta in  in  our Code 
of E th ic s  som ething which p re ju d ic e s ,  f i r s t ,  in  th e  a c tu a l  
enforcem ent of th e  r u le  a g a in s t  co m p e titiv e  b idd ing  a g a in s t 
a l l  o f our o th e r  p ro fe s s io n a l  p r a c t i c e s ,  or should  we e lim in ­
a te  t h i s  th in g  so we can g e t on w ith  what we r e a l ly  want to  
r e g u la te ,  o u rse lv e s , by doing i t  a t  a le v e l  o f  a l l  C e r t i f i e d  
P ub lic  A ccountants and no t m erely th e  Members o f th e  I n s t i t u t e .
S ta te -b o a rd  r u le s  a f f e c t  everyone, no t m erely th e  
Members o f  th e  I n s t i t u t e  and, a lth o u g h  I  value my membership 
in  th e  I n s t i t u t e  d e a r ly , I  a s su re  you, th e  th r e a t  o f lo s in g  
my c e r t i f i c a t e  would ta k e  p recedence , and I  am sure any o f ­
fen d er o f th e  c o m p e titiv e -b id d in g  r u le  would f e e l  very  much
th e  same way.
I t ’ s easy  fo r  us to  say , "L e t’ s f ig h t  i t  a l l  th e  
way to  th e  to p — I don’t  ca re  how many y ea rs  Jack  Carey g e ts  
in  th e  b r ig ! ”
T his i s  no t th e  kind o f p o s i t io n  I  th in k  a d i s t i n ­
guished  o rg a n iz a tio n  should be ta k in g . We have been c a u tio n e d , 
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ever s in c e  Bob G reen leaf was e le c te d  to  our s t a f f  o f  c o n s u lt­
a n t s ,  th a t  our o rg a n iz a tio n  should a c t  as a d is t in g u is h e d  o r­
g a n iz a tio n  and, to  ray mind, a d is t in g u is h e d  o rg a n iz a tio n  bends 
over backward to  be su re  i t ’ s com plete ly  w ith in  th e  law ; t h a t ,  
i f  th e re  i s  any b re a th  o f concern  as to  w hether we a re  w ith in
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th e  law or w ith o u t, th a t  we should  lean  backward to  be su re  
th e re  i s  no t h r e a t ,  no q u e s tio n  o f p o s s ib le  i n t e r p r e t a t i o n .
I  c a n ’t  im agine Bob H ib b e tts  o r anyone e ls e  su g g e s tin g  to  
Jack  Carey t h a t ,  "W ell, even though your law yer says you a re  
su b je c t to  th e  w age-and-hour law s, I  don’t  r e a l l y  th in k  you 
a r e ,  and I  can f in d  a law yer say ing  you a r e n ’t ,  so you don’t  
have to  pay th e  minimum wage; you don’t  have to  worry about 
tim e , and they  p robab ly  won’t  b o th e r you anyway; th e y  never 
have, b e f o r e .”
I  don’t  b e lie v e  th a t  any o f  us s e r io u s ly  would con­
tem p la te  th a t  kind o f a c t io n ,  and th e  f a c t ,  fo r  tw enty y ea rs  
we have n ever had an a c t io n  a g a in s t  us i s  h a rd ly  a reaso n  
fo r  us to  p re ju d ic e  th e  p o s i t io n  o f  th e  I n s t i t u t e ,  Im agine, 
i f  you w i l l ,  th e  type  wording such an in d ic tm en t might b rin g  
and th e  ty p e  o f h e a d lin e s  i t  might cause in  p u b l ic a t io n s  such
a s  th e  Wall S tr e e t  Jo u rn a l and o th e r s .  Even though none o f
us f e e l  th a t  a c o m p e titiv e -b id d in g  r u le  has an y th in g  to  do 
w ith a v i l e  c o n sp ira c y , t h i s  i s  th e  ex ac t wording th a t  would 
appear in  such an in d ic tm e n t—a co n sp iracy  to  f ix  p r ic e s —and, 
l o t s  o f  my c l i e n t s  th in k  th e re  must be such a c o n sp ira c y , 
anyway, but I  wouldn’t  want to  read  i t  In  th e  Wall S tr e e t
J o u rn a l ,
I ,  fo r  one, f e e l  th e re  a re  many laws I  don’t  ag ree
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w ith . I  am not wholly in  accord  w ith  th e  Sherman A n t i t r u s t  
Act or a l l  i t s  p ro v is io n s , and don’t  f e e l  in  my own h e a r t i t  
should app ly  to  u s; however, when our esteem ed le g a l  c o u n se l, 
to  whom we have p a id  fe e s  fo r  an o p in io n , t e l l s  us th a t  he 
f e e l s  we a re  s u b je c t ,  a t  l e a s t  w ith in  a shadow o f a  doub t, I  
f e e l  t h a t ,  a s  a good c l i e n t ,  I  should pay a t t e n t io n  to  my 
a t to rn e y  and ta k e  h is  a d v ic e . I f  I  don’t  ag ree  w ith  th e  law, 
I  th in k  I  should ta k e  th e  norm al, dem ocratic  way o f e l im in a t­
in g  th e  law , to  speak to  my Congressman, t r y in g  to  get th e  
law changed, but should  no t evade i t  by m erely ig n o rin g  i t ,  
f e e l in g  i t ’ s no t in  th e  p u b lic  i n t e r e s t ,  no t r e a l l y  in ten d ed  
fo r  me, and f in d  tw elve law yers to  do e v e ry th in g  but go to  
j a i l  fo r  me and say th e  same th in g .
Some o f you may have v io le n t  d isag reem en ts  w ith  
John L aw ler, Jack  Carey and Bob T rueblood , but I  doubt th a t  
any o f you would want to  see th e  J u s t ic e  Department pu t them
in  th e  pen so we could  get them out o f o f f i c e .  There must be 
sim p ler ways to  throw  th e  r a s c a ls  ou t! [L augh ter]
So, I  would hope th a t  th o se  of you who do have th a t  
f e e l in g  would ta k e  th e  norm al, dem ocratic  p ro c e ss  f o r  g e t t in g  
r i d  o f them, and don’t  leave  your d i r ty  work fo r  th e  J u s t ic e  
D e p artm en t. Even th o u g h  we d o n ’t  v o te  a t  t h i s  m e e tin g , t h e  
purpose fo r  such a m eeting i s  to  a i r  our v iew s. The people
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who a re  a t  t h i s  m eeting w il l  be looked to  by our own c o l le a g ­
ues back in  our own s t a t e s ,  and I  hope, when you go back, 
your views w il l  be such th a t  you w il l  ad v ise  your c o lle a g u e s
back th e re  th a t  co m p e titiv e  b id d in g  i s  j u s t  a s  much frowned 
upon now a s  i t  ev e r was, but th e  I n s t i t u t e  i s  ta k in g  a ro le  
i t  f in d s  i t  n ecessa ry  to  ta k e  to  comply w ith  th e  law , but in  
no event a re  we th in k in g  i t ’ s any more d e s ira b le  nor do we 
th in k  b e t t e r  o f th e  id ea  o f co m p e titiv e  b id d in g . And, i f  
your s t a t e  does no t now have machinery under th e  s ta te -b o a rd  
r u le s  to  en fo rce  c o m p e titiv e -b id d in g  r u le s ,  I  would hope th a t  
you gentlem en would go back to  your s t a t e s  and see th a t  your 
s t a t e  does adopt such a r u le  so th a t  we can have som ething 
w orkable, e n fo rc e a b le , no t som ething to  put us in  a c o n s ta n t 
shade o f doubt. [A pplause]
PRESIDENT TRUEBLOOD: The gentlem an behind you!
MR. WILLIAM A. OLD [N o rfo lk , V irg in ia ] :  I  am B i l l  
Old, from N orfo lk , V irg in ia ,  and I  speak in  fav o r o f  keeping 
R ule-303. I  am P re s id e n t o f  th e  V irg in ia  S o c ie ty  o f C e r t i ­
f ie d  P ub lic  A ccoun tan ts . The over one thousand  Members o f
th e  V irg in ia  S o c ie ty , many o f whom a re  a ls o  Members o f th e  
American I n s t i t u t e  o f C e r t i f ie d  P ub lic  A ccoun tan ts , have 
d i r e c t e d  me to  e x p re s s  to  t h i s  group  o u r g ra v e  c o n c e rn  a b o u t
th e  p o s s ib le  r e p e a l o f Rule-303 on co m p e titiv e  b id d in g . We
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have l iv e d  w ith  t h i s  r u le  fo r  some tim e and our p ro fe s s io n  and
i t s  members has p ro sp ered  under i t .  L e t’ s c o n s id e r i t  th o r ­
oughly f i r s t  befo re  any a c tio n  i s  ta k e n . We know T hree-oh- 
th re e  has problem s; w ith  each problem goes a c h a lle n g e . The 
ch a lle n g e  o r r e f l e c t io n  on what might happen because a r u le  
on co m p e titiv e  b id d in g —some concern  about th e  l e g a l i t y  o f 
R ule-303—I am more concerned w ith  th e  p o s s ib le  r e s u l t in g  un­
p ro fe s s io n a l  a c t s ,  i f  i t ’ s imposed.
In  summary, l e t ’ s keep R ule-303, and thank  you, 
PRESIDENT TRUEBLOOD: Mr. C a t l e t t ,  o f  I l l i n o i s !
MR. GEORGE R. CATLETT [P re s id e n t ,  I l l i n o i s  S o c ie ty  
of C e r t i f ie d  P u b lic  A cco u n tan ts]: George C a t l e t t ,  P re s id e n t 
o f  th e  I l l i n o i s  S ocie ty ! S ince v a r io u s  r e p r e s e n ta t iv e s  have 
made t h e i r  o p in io n s , I  would l ik e  to  s t a t e ,  th e  le g a l  counsel 
o f my so c ie ty  ag re e s  com pletely  w ith  th e  view point o f th e  
I n s t i t u t e ’ s le g a l  c o u n se l. The Board o f D ire c to rs  o f th e  I l ­
l i n o i s  S o c ie ty  has c a re fu l ly  co n s id e red  t h i s  a t  a re c e n t meet­
ing  and voted  to  recommend to  our Members th a t  Rule-303 be
e lim in a te d .
PRESIDENT TRUEBLOOD: Mr. R uggles, from C a lifo rn ia !  
MR. ROBERT W. RUGGLES [C a l i f o r n ia ] :  Bob R uggles,
from  C a l i f o r n ia !  J u s t  to  add  a  l i t t l e  b i t  to  th e  s ta te m e n t
made w ith  re fe re n c e  to  C a l i f o r n ia ’ s a c t io n ,  I ’d l ik e  to  re a d ,
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The C o o rd in a tin g  Committee on P ro fe s s io n a l E th ic s
fo r  th e  C a lifo rn ia  S o c ie ty  supported  th e  a c t io n  o f th e
I n s t i t u t e  in  recommending th e  e l im in a tio n  o f Rule T hree-
p o in t- th r e e  . The Committee c o n tin u es  to  b e lie v e  th a t
co m p etitiv e  b idd ing  i s  u n p ro fe ss io n a l and d e tr im e n ta l 
to  clien t/C P A  i n t e r e s t s ;  however, i t  reco g n iz e s  t h a t ,  
on th e  ad v ice  o f co u n se l, th e re  may be a n t i t r u s t  im p li­
c a tio n s  p la c in g  th e  p ro fe s s io n  in  th e  p o s i t io n  o f  fo llo w ­
ing  a course which might be co n s id ered  a g a in s t  p u b lic  
p o lic y . I t  r e a l i z e s  th a t  th e  r u le  in  C a lifo rn ia  does
p lace  each Member in  p u b lic  p r a c t ic e  in  a p o s s ib le  jeopardy 
p o s i t io n  and su b je c t to  a n t i t r u s t  a c t io n .  The a c t io n  of
th e  Committee has been re p o r te d  to  and approved by th e
S o c ie ty  Board o f D ire c to rs .
C a lifo rn ia  has some 7 ,8 0 0  Members; I  don’t  a ttem p t 
to  speak fo r  them, I  d id  have an ex p erien ce  s e v e ra l y ea rs  ago, 
being  c a l le d  to  a h ea rin g  b efo re  th e  A tto rn ey -G en era l in  
C a lifo rn ia  a s  an O ff ic e r  o f th e  C a lifo rn ia  S o c ie ty , C a lifo rn ia
has a sometimes what i s  r e f e r r e d  to  a s  a " L i t t l e  Sherman A n ti-
t r u s t  A c t .” The name i s  th e  " C a r tr ig h t A c t ,” We were w ell 
re p re se n te d  by our le g a l  c o u n se l, who a tte m p te d , I  thought 
q u i t e  e f f e c t i v e l y ,  t o  e x p la in  t h e  v a r io u s  r e a s o n s  why c o m p e ti­
t i v e  budding was u n d e s ira b le  b u t, a c tu a l ly ,  th e  r e p r e s e n ta t iv e s
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o f  th e  A tto rn ey -G en e ra l’ s O ffice  were no t im pressed—in  f a c t ,  
q u ite  to  th e  c o n tra ry ; they  f e l t  th a t  th e  r u le ,  as  such, was 
a v io la t io n .  They asked us th e  q u e s tio n , i f  we had brought 
any p roceed ings a g a in s t  any Member fo r  v io la t in g  t h i s  r u le .
When we answered th a t  th e re  had never been any such p roceed­
in g s , th ey  dropped th e  m a tte r , but I  b e lie v e  i t  was more on 
th a t  b a s is  th an  any o th e r .
I  would j u s t  l ik e  to  em phasize, a g a in , and I  th in k
th a t  th e  reaso n  th e  C a lifo rn ia  Board o f D ire c to rs  o f th e
S o c ie ty  took  th e  a c t io n  th a t  th ey  to o k  in  su p p o rtin g  th e  
American I n s t i t u t e ’ s p o s i t io n  to  r e j e c t  and re p e a l th e  R ule-
303 was fo r  th e  rea so n s  th a t  were very w ell and very amply
9
s ta te d  by Marvin S tone, a few m inutes ago.
?
MR. HOYT: Hoyt—a Member o f th e  Delaware S ta te
Board o f Accountancy! I ’d l ik e  to  p o in t out a d e fe c t in  my 
?
f r ie n d  Harvey S to n e’ s comment about p a ss in g  th e  r e s p o n s ib i l i t y  
over to  th e  s ta te  b o ard s. In  D elaw are, we a re  a sm all s t a t e .
Not one o f th e  n a t io n a l  firm s has an o f f ic e  in  D elaw are. The
S ta te  Board of Accountancy has no c o n tro l  over th e  a c t i v i t i e s  
o f n a t io n a l  firm s o p e ra tin g  w ith in  D elaw are. Without c a s t in g  
any a sp e rs io n s  on our n e ighbors to  th e  n o r th , many, many 
C e r t i f ie d  P ub lic  A ccountants from P h ila d e lp h ia  and P ennsylvania
who come down to  Delaware and p r a c t i c e —and, we have had no
200
c o n tro l  over t h e i r  a c t i v i t i e s ,  e i t h e r ,  so we f e e l  th e  ro le  
o f T h re e -o h -th re e  on a n a t io n a l  le v e l  has some im pact, and
we’d hate  to  see i t  d is c o n tin u e d .
MR. BENJAMIN GRUND: My name i s  Benjamin Grund; I
speak a s  an in d iv id u a l .  I  am from New York. I  am concerned
j u s t  a s  much abou t t h i s  new p ro p o sa l—r a th e r ,  t h i s  r u l e ,  be 
adop ted . O pinion Number E ig h teen , which was d i s t r ib u te d  by 
our P re s id e n t in  A ugust, w ith  t h i s  n o ta t io n ,  ’’T his inform a­
t io n  sen t to  a l l  Members in  th e  hope th a t  i t  w i l l  c l e a r  up 
any m isunderstand ing  upon th e  p o s s ib le  e f f e c t  o f  th e  re p e a l 
o f  S e c tio n -3 0 3 ." I  am very much concerned th a t  th e  Committee, 
in  i t s  hu rry  to  get ou t Opinion Number E ig h te en , may have t r i e d  
to  s a t i s f y  a l l  and may have succeeded in  s a t i s f y in g  no one.
Let me p o in t o u t— I am q u o tin g  from th e  o p in io n —i t  
sa y s , "On o ccasio n , th e  acco u n tan t may a p p ro p r ia te ly  choose 
to  serve th e  c l i e n t  fo r  a fee l e s s  th an  c o s t o r ,  indeed , w ith ­
o u t any com pensation w h a te v e r .”
I  don’t  know th a t  t h i s  has an y th in g  to  do w ith  com­
p e t i t i v e  b id d in g . We may be se rv in g  c l i e n t s  and th e y  may be 
going th rough  a p e rio d  o f d i s t r e s s ,  and we may, a s  a r e s u l t ,  
be se rv in g  them, be w il l in g  to  serve  them fo r  le s s  th a n  a
r e a s o n a b le  f e e .  How d o e s  t h a t  j u s t i f y  com ing o u t w ith  a 
sta tem en t t h a t ,  in  some c irc u m sta n c e s , you can c o m p e titiv e ly
201
b id  fo r  le s s  th an  a rea so n a b le  fee  [ s i c . ] ?  T h is i s  th e  s o r t  
o f a s i tu a t io n  th a t  b r in g s  on c o n d itio n s  which, in  th e  long 
range and a s  a m a tte r  of forw ard lo o k in g , can b rin g  on more
d i s t r e s s  and more concern to  our p ro fe s s io n  th an  a n y th in g  I
have read  in  a long tim e .
C e r ta in ly , i f  we a re  going to  c l e a r  up th e  s i t u a ­
t i o n ,  we should  n o t c le a r  i t  up by encourag ing  in  some circum ­
s ta n c e s  com petively  b idd ing  for very much le s s  th an  what a 
re a so n ab le  fee  should be, and develop and c r e a t in g  su b stan d ­
a rd  commissions th a t  have r e s u l te d  in  p lag u e in g  th e  p ro fe s s io n
in  to o  many in s ta n c e s ,
PRESIDENT TRUEBLOOD: Thank you, Mr.Grund. The
le f t-h a n d  a i s l e !
MR.GLENN W. HALL [P re s id e n t ,  West V irg in ia  S o c ie ty  
o f  C e r t i f i e d  P ub lic  A cco u n tan ts]: Mr. P re s id e n t ,  Glenn H a ll , 
P re s id e n t ,  West V irg in ia  S o c ie ty  o f C e r t i f i e d  P ub lic  Account­
a n ts !  I ’d l ik e  to  re a d , a s  a m a tte r  o f  re c o rd  o f t h i s  m eeting , 
th a t  th e  Board o f D ire c to rs  has o f fe re d  th e  fo llo w in g  re s o lu ­
t io n  and i t  was f u r th e r  r a t i f i e d  a t  a s p e c ia l  m eeting of th e
S o c ie ty  on September tw e n ty - th ird :
BE IT RESOLVED, th e  Board o f D ire c to rs  o f  th e  
West V irg in ia  S o c ie ty  o f C e r t i f i e d  P ub lic  A ccoun tan ts , 
being  aware and m indful o f th e  r e a c t io n s  which have come
202
out of th e  American I n s t i t u t e  of C e r t i f i e d  P ub lic  Ac­
c o u n ta n ts  and recommending th e  re p e a l o f  Rule-303 o f th e  
Code o f P ro fe s s io n a l E th ic s  r e l a t i n g  to  co m p etitiv e  b id ­
d ing  by Members, opposes in  p r in c ip le  th e  r e p e a l of
t h i s  r u l e .
I  might add, f u r th e r ,  th a t  th e  West V irg in ia  Board 
o f Accountancy has a r u le  in  reg a rd  to  co m p e titiv e  b id d in g ,
and I  w i l l  read  t h a t .
C om petitive b id d in g —A C e r t i f ie d  P ub lic  A ccountant
or p u b lic  acco u n tan t s h a l l  no t make a co m p etitiv e  bod
fo r  th e  p ro fe s s io n a l  engagement.
The Members have ex p re sse d , in  p r in c ip le ,  th a t  th e y  
a re  a g a in s t  any co m p e titiv e  b id d in g  in  West V irg in ia ,  and we, 
as  such , oppose t h i s  re p e a l o f  t h i s  r u le ,  in  p r in c ip le .
MR. HARRY TURNBUCK [F lo r id a ] :  Harry Turnbuck, o f 
F lo r id a !  I  have a s ta te m e n t, h e re , o f  e x c e rp ts  from a lo n g e r 
s ta tem en t in  o p p o s itio n  to  th e  re p e a l o f Rule-303 which was 
subm itted  to  th e  tw enty-four-m em ber E xecutive Committee o f
th e  F lo r id a  I n s t i t u t e  o f C e r t i f ie d  P ub lic  A ccountants about
te n  days ago. At th a t  m eeting th e  E xecutive Committee voted 
unanim ously to  oppose r e p e a l .  I  should  add, however, th a t
t h e r e  a r e  some Members o f  th e  A m erican  I n s t i t u t e  i n  F lo r id a
who fav o r r e p e a l .  I  had hoped to  be g iven  th e  tim e to  read
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th e se  e x c e rp ts ,  but i t  has been suggested  th a t  I  sim ply o u t­
l in e  a few o f th e  h ig h l ig h ts  and f i l e  t h i s  s ta tem en t w ith  th e  
S e c re ta ry , w ith  th e  u n d erstan d in g  th a t  i t  w i l l  be made p a r t  
o f  th e  re co rd  o f p roceed ings a t  t h i s  s e s s io n .
PRESIDENT TRUEBLOOD: T his i s  c o r r e c t .
MR. TURNBUCK: The American I n s t i t u t e  o f A rc h ite c ts
has a r u le  p r o h ib i t in g  co m p etitiv e  b id d in g  in  th e  Code o f 
E th ic s ,  and I  have been ad v ised  th a t  le g a l  counsel o f  th a t
I n s t i t u t e  has ad v ised  th a t  such a r u le  i s  w ith in  th e  fram e­
work of th e  law. The American S o c ie ty  o f  C iv i l  E ng ineers has 
a r u le  p ro h ib i t in g  co m p etitiv e  b id d in g  and , w hile I  have no 
in fo rm atio n  th a t  t h e i r  le g a l  counsel has s p e c if c a l ly  ru le d  
on t h i s  p o in t ,  I  am ad v ised  by t h e i r  e x e cu tiv e  d i r e c to r  t h a t ,  
i f  th e  l e g a l i ty  o f  th e  r u le  should  be ch a lle n g ed , th ey  would 
combat i t  and defend i t  very  v ig o ro u s ly  in  th e  courts*
Some re fe re n c e  has been made, h e re , a l re a d y , to  
Opinion Number 282 of th e  American Bar A sso c ia tio n  which was 
subm itted  in  1957, which to ld  th a t  co m p e titiv e  b idd ing  by 
law yers co n trav en es th e  Canons Twelve, Twenty-seven and Twenty- 
n in e , I  b e l ie v e , o f  th e  Canons o f E th ic s  o f  th e  American Bar 
A sso c ia tio n . Our le g a l  c o u n se l, h e re , has m inimized th e  s ig ­
n if ic a n c e  o f th a t  op in ion  on th e  b a s is  t h a t ,  a t  th e  tim e i t  
was g iv en , c o n s id e ra tio n  may not have been given to  th e  p o s s ib le
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impact o f th e  Sherman A n t i t r u s t  Law. However, i t  i s  a f a c t  
th a t  th a t  op in ion  a t  th e  p re se n t tim e i s  s t i l l  being  is su e d  
and i s  in  f u l l  fo rc e  and e f f e c t  by th e  American Bar A ssoc ia­
t io n  and i s  being  issu ed  c u r r e n t ly  to  law yers who en q u ire  r e ­
g ard in g  th e  p ro p r ie ty  or la ck  o f  i t  in  com petively  b id d in g .
An enqu iry  was made o f th e  D ire c to r  o f  P ra c tic e  o f
th e  T reasu ry  Department as to  whether o r no t co m p e titiv e  b id ­
d ing  fo r  a ta x  engagement would c o n s t i tu te  a v io la t io n  o f  th e
ru le  p ro h ib i t in g  s o l i c i t a t i o n  co n ta in e d  in  t h e i r  C irc u la r-2 3 0
o f th e  T reasu ry  D epartm ent. The re p ly  was th a t  th a t  o f f i c e ,  
a s  a m a tte r  o f  p o lic y , does no t is s u e  o f f i c i a l  i n te r p r e t a t i o n s  
o f  t h e i r  r u l e s ,  but t h e i r  p e rso n a l op in io n  o f  th e  w r i te r  was 
t h a t ,  in  f a c t ,  i t  would be a v io la t io n  of th e  r u le  o f s o l i c i ­
t a t i o n  i f  th e  p a r ty  co m p e titiv e ly  b id s .
So, i t  looks as though we may get in to  a s i tu a t io n  
where one departm ent o f  th e  government i s  sa y in g , " I f  you 
decline to  bid  a s  a r e s u l t  o f  th e  p resence  of a r u le  p r o h ib i t ­
in g  b id d in g , we w il l  impose s a n c tio n s  upon you under th e  
Sherman A n t i t r u s t  Law," w hile a n o th e r  departm ent o f  government 
may say , "Yes, and i f  you do b id , we may ta k e  your ca rd  away 
from you or p ro h ib i t  you from p r a c t ic in g  b efo re  th e  T reasury  
D epartm ent," w hich  i s  a c a se  o f  t h e  l e f t  hand n o t know ing 
what th e  r ig h t  hand i s  do ing .
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I  a p p re c ia te  th e  o p p o rtu n ity  to  make t h i s  s ta te m e n t. 
There a re  many o th e r  rea so n s  in  th e  s ta tem en t which I  s h a l l  
f i l e  w ith  th e  S e c re ta ry , and anybody in te r e s te d  in  th e  s t a t e ­
ment may have i t ,  on a p p l ic a t io n  to  me.
PRESIDENT TRUEBLOOD: Thank you, very  much, and th e
s ta tem en t w ill  be made a p a r t  o f th e  re c o rd .
Jack  C arey, E xecutive D ire c to r  and S e c re ta ry , w ishes
to  be heard .
MR. CAREY: I  thought I  ought to  make a s ta tem en t 
fo r  th e  r e c o rd , j u s t  to  c l a r i f y  a couple of p o in ts  which no 
one e ls e  i s  in  a p o s i t io n  to  b rin g  o u t. F i r s t ,  I ’d l ik e  to  
t e l l  you t h a t ,  o f my knowledge, th e  p ro p o sa l to  re p e a l t h i s  
r u le  was no t o r ig in a te d  by any Member of th e  E xecu tive Com­
m itte e  o r th e  E th ic s  Committee or o f th e  S ta f f ;  i t  was o r i ­
g in a ted  by our le g a l  co u n se l in  th e  co u rse  o f an exam ination  
o f a ttem p ted  in te r p r e ta t io n s  o f th e  r u le  which th e  E th ic s  Com­
m itte e  had prom ised th e  membership when th e  r u le  was f i r s t  
ad o p ted . We though t our le g a l  c o u n se l, i f  you’l l  pardon th e  
e x p re s s io n , were a l i t t l e  s tu f f y ,  so we dec ided  to  ask  an o th e r
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f irm  what th ey  thought about i t ,  which was th e  C a h i l l ,  Gordon 
f irm . They not only co rro b o ra te d  th e  f i r s t  view th a t  th e  r u le  
was i l l e g a l  but expressed  i t  even more e m p h a tic a lly .
N o n eth e less , none of us l ik e  substandard  work; I
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p lead  g u i l ty  to  having made speeches, w r i t te n  a r t i c l e s ,  books 
and e d i t o r i a l s  d ec ry in g  th e  p r a c t ic e  a s  a g a in s t  th e  p u b lic
i n t e r e s t .  The E xecutive Committee d id  not re c e iv e  le g a l  
c o u n s e l’s views w ith  any ru sh ; in  f a c t ,  i t  r e s i s t e d  them, 
and i t  took  s e v e ra l m eetings to  persuade th e  E xecutive Com­
m itte e  t h a t ,  a s  a re s p o n s ib le  management, i t  cou ld  no t igno re  
th e  w arnings th a t  le g a l  counsel had given so e m p h a tic a lly .
When th e  same s i tu a t io n  was encoun tered  by th e  Coun­
c i l  o f  th e  I n s t i t u t e  a t  i t s  m eeting in  Boca R aton, th e  same 
r e s i s ta n c e  appeared ; th e  same q u e s tio n s  were asked , but th e  
v a s t m a jo rity  o f th e  C ouncil th en  v o tin g  f e l t  t h a t ,  as a  r e s ­
p o n s ib le  governing body, i t  had no cho ice  but to  submit th e  
m a tte r  to  th e  Members. I f  th e  Members re fu s e d  to  re p e a l th e  
ru le  on w hatever ground—and, th ey  may be good grounds—th e
q u e s tio n  o f enforcem ent may a r i s e .
P e rso n a lly , my lo y a l ty  to  th e  I n s t i t u t e  ex tends to  
th e  u lt im a te  l im i t s  o f— I am su re  t h a t ,  i f  I  were in c a rc e ra te d  
a s  Mr. Stone su g g e s ts , th a t  many o f you would v i s i t  me and 
b rin g  c ig a r e t te s !  This would no t d e te r  me from c a rry in g  ou t 
your w il l  b u t, i f  I  had any vo ice  in  th e  d e c is io n s  on how to  
p roceed , I  would h e s i t a t e  to  put a l l  th e  a s s e t s  o f th e  I n s t i ­
tu t e  a t  r i s k ,  and I  would h e s i t a t e  even more to  ta k e  any
a c tio n  th a t  would im pair i t s  r e p u ta t io n .
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We have th e  views o f v ary in g  members of th e  le g a l  
p ro fe s s io n  quoted which d i f f e r  from th o se  o f our c o u n se l, and 
I  am su re  you w il l  a l l  ag ree  th a t  a re s p o n s ib le  management
cannot r e ly  on th e  views o f th e  co u n se l which a re  no t resp o n ­
s ib le  to  i t .  The firm  o f Covington and B urley has been our 
le g a l  counsel fo r  some f i f t y  y e a rs ; th e y  c e r t a in ly  have no 
m o tiv a tio n  in  encourag ing  co m p e titiv e  b id d in g , on th e  p a r t  
of th e  co u n se l; a s  a m a tte r  o f f a c t ,  th ey  c o u ld n ’t  c a re  l e s s ,  
but f e e l  i t ’ s t h e i r  du ty  to  us to  g ive us th e  b es t adv ice
a v a i la b le .  The E xecutive Committee and C ouncil f e l t  i t  t h e i r
du ty  to  a c t  on th a t  a d v ic e , and th e  s o lu t io n  r e s t s  in  your
hands.
PRESIDENT TRUEBLOOD: Thank you, Jack . [A pplause]
Yes, s i r ?
MR. KENNETH S. AXELSON [New York]: Ken A xelson,
New York! I  am a Member in  in d u s try ,  and I  have been l i s t e n ­
in g  w ith  c o n s id e ra b le  i n t e r e s t  to  t h i s  d is c u s s io n , a s  you can 
im agine, no t because I  expect to  go ou t and s t a r t  s o l i c i t i n g  
co m p e titiv e  b id s , l e t  me a s su re  you. I  have l i s te n e d  to  a l l  
th e  le g a l  argum ent; I  have l i s te n e d  to  th e  o th e r  c o n s id e ra ­
t io n s ,  and I ’d l ik e  to  j u s t  b rin g  to  your a t t e n t io n  th e  o th e r  
s id e  o f  th e  s to ry , and th a t  i s  what th e  p ro fe s s io n ’ s p u b lic  
may th in k  o f a l l  t h i s .
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Now, i t  seems to  me th a t  Rule-303 i s  re n d e r in g  a 
se rv ic e  to  th e  p ro fe s s io n  and, as  we have m entioned in  th e  
case  o f C a lifo rn ia  to d ay , th e re  a re  many peo p le—in  f a c t ,  I  
th in k , most re s p o n s ib le  men in  in d u s try  and e lsew h ere—who 
have occasion  to  seek th e  s e rv ic e s  of c e r t i f i e d  p u b lic  a c ­
c o u n tan ts  and understand  th e  rea so n s  why c o m p e titiv e  b idd ing  
i s  no t d e s i r a b le .  I  don’t  b e lie v e  t h a t ,  in  in d u s t ry ,  th e y  
have had an o ccasio n  to  conceive of co m p e titiv e  b id d in g  and, 
a s  a r e s u l t ,  I  th in k  you have c o n s id e ra b le  p u b lic  support to ­
day f o r  th e  p r a c t ic e  o f  not having compe t i t i v e  b id d in g .
W ell, gentlem en, I  am c a u tio n in g  you not to  p re ss  
your lu ck  to o  f a r .  I  don’t  th in k  th a t  th e  I n s t i t u t e ,  I  don’t  
th in k  th a t  you gentlem en want to  c a r ry  th e  b a t t l e  f la g  to  th e  
Supreme C ourt. I f  you go th en  to  th e  Supreme Court w ith  th e  
d e te rm in a tio n  to  prove your c a s e , you w il l  lo se  th e  p u b lic  
support th a t  we have fought fo r  fo r  so many y ea rs  to  b u ild  
up. So, I  say to  you, don ’t  c a r ry  i t  fo rw ard ; f in d  o th e r  
means to  ach iev e  your ends, o th e r  th a n  w ilfu l  d iso b ed ien ce  of
th e  law .
PRESIDENT TRUEBLOOD: Thank you, Mr. A xelson. [Ap­
p la u se ]  The o th e r  gentlem an who spoke to  me b efo re  th e  meet­
ing  about w ishing to  be heard  who has no t been heard i s  Mr. 
H eath, o f North C a ro lin a . Does he s t i l l  w ish to ?
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MR. LESLIE A. HEATH [N orth C a ro lin a ] :  He does! 
L e s lie  H eath, o f N orth Carol in a !  I have read  a g re a t d e a l 
about i t ,  I  have l i s te n e d  in  on C ouncil s e s s io n s ; I  have 
l i s te n e d  very  c a r e fu l ly  to  th e  s u b je c t ,  h e re , w ith  th e  v a rio u s  
speakers to d a y , and I  b e lie v e  we should do what we expect our 
c l i e n t s  to  do—l i s t e n  to  us and, i f  we a re  q u a l i f i e d ,  a c t on
our a d v ice .
I  b e lie v e  t h a t ,  to d a y , we have heard q u a l i f ie d  le g a l  
counsel engaged by th e  I n s t i t u t e  and th a t  i t ’ s m erely a sim ple
m a tte r . Should we ta k e  t h e i r  ad v ice?  I th in k  we shou ld .
[A pplause]
PRESIDENT TRUEBLOOD: Yes, s i r ?
MR. CHARLES P. QUIRK [L o u is ia n a ]: Q uirk , o f  L ou is­
iana! I  don’t  in te n d  to  re p e a t any of th e  many s ta tem en ts  
made here to d a y , but I  would l ik e  fo r  t h i s  m eeting to  know 
th a t  th e  S o c ie ty  o f  L ou isiana  C e r t i f ie d  P ub lic  A cco u n tan ts’ 
E xecutive Board went on re c o rd  a s  opposing Rule-303* We in  
L o u is ia n a , o f co u rse , have lo s t  befo re  th e  Supreme C ourt, 
b e fo re , and thank  you. [L aughter]
PRESIDENT TRUEBLOOD: I s  th e re  anybody e l s e  who
w ishes to  be heard?
MR. QUIRK: I  d id n ’t  make m y se lf  c l e a r .  We a r e
opposing re p e a l o f Rule-303*
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PRESIDENT TRUEBLOOD: Anybody e ls e  w ishing to  be 
heard? Yes, s i r ?
MR. GLEN P. PORTER [O regon]: I  am Bud P o r te r ,  o f 
Oregon. I would l ik e  to  en q u ire  a s  to  th e  sta tem en t made in  
one of th e  re c e n t r e le a s e s  by th e  I n s t i t u t e  on th e  s u b je c t ;  I
th in k  i t  went only  to  th e  Members o f th e  C ouncil. There was 
a r e fe re n c e , however, to  a c a se , I  th in k  p re s e n tly  in  th e  
c o u r ts ,  where th e  Department o f J u s t ic e  brought a c t io n  a g a in s t
th e  American P a th o lo g is ts .
I ’d l ik e  to  have the counsel t e l l  us where—w hether
th e re  i s  an y th in g  in  th a t  c a se , a s  i t  s ta n d s  now, th a t  p ro v id es
a g u id e lin e  fo r  u s .
PRESIDENT TRUEBLOOD: Mr. Cox, t h i s  i s  th e  p a th o lo ­
g i s t s ' case m entioned in  th e  s p e c ia l  r e p o r t  to  th e  Members o f
th e  C ouncil.
MR. COX: A ll t h a t ’ s r e a l l y  known p u b lic ly  about 
th a t  case  fo r  c e r t a in  i s  what i s  a l le g e d  in  th e  com plain t 
f i l e d  by th e  A n t i t r u s t  D iv is io n . I t  ap p ears  from th a t  com­
p la in t  th a t  one o f th e  ch a rg es  made i s  th e  charge th a t  th e re  
was a p r ic e  arrangem ent o f some kind fo r  p ro fe s s io n a l  s e rv ic e s  
perform ed by p a th o lo g is ts  who a r e ,  in  s tan d ard  f a c t ,  d o c to rs .
I t  has been re p o r te d  in  th e  p r e s s ,  t h i s  arrangem ent i s  embod­
ied  in  a  ru le  o f p ro fe s s io n a l  conduct o r code of e th ic s  o f  some
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kind which p re v e n ts  com peting p r ic in g  o r p r ic e - c u t t in g .  
Whether th a t  i s ,  in  f a c t ,  t r u e ,  I  can ’t  say , o f my own know­
le d g e , because th a t  f a c t  w il l  be p u b lic ly  d is c lo s e d  only  in  
th e  subsequent p roceed ings in  th a t  c a s e .
The case makes i t  p e r f e c t ly  c l e a r ,  however, th a t  th e
A n t i t r u s t  D iv is io n  i s  p repared  to  sue p ro fe s s io n a l  men fo r  a r ­
rangem ents th a t  r e s t r i c t  co m p etitio n  and f ix in g  th e  p r ic e s  fo r
t h e i r  s e rv ic e s .  T h a t’s  th e  most th a t  can be sa id  about i t .
As f a r  a s  I  know, th e re  have been no developm ents in  th a t  case
which would enab le  me to  expand th a t  answ er.
PRESIDENT TRUEBLOOD: Yes?
MR. ELMER G. BEAMER [O hio]: Elmer Beamer, o f Ohio! 
T his i s  an en q u iry . There have been s e v e ra l  re fe re n c e  to  
th e  lo n g -s ta n d in g  d u ra tio n  of R ule-303 . I t  occu rs to  me, i t  
h asn ’t  been so very  long  ago th a t  t h i s  r u le  was co n tin u ed  on 
s ta te - s o c ie ty  r u l e s ,  and I  th in k , fo r  th e  re c o rd , i t  would be 
good fo r  us to  have some background o r h is to ry  of how th e  r u le  
s ta r t e d  [ s i c . ] .
PRESIDENT TRUEBLOOD: I t ’ s my u n d e rs ta n d in g , th e  
p re se n t r u le  went in to  e f f e c t  in  1961. I t  i s  a lso  my r e c o l ­
le c t io n  th a t  th e  Members were to ld  a t  th a t  tim e by th e  Exe­
c u tiv e  Committee th a t  th e  E th ic s  Committee would proceed to  
c l a r i f y  th e  in te n s io n  of th e  r u le  by develop ing  an op in io n
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under i t .  I t  i s  my u n d ers tan d in g  th a t  th e  E th ic s  Committee 
was never a b le  to  s a t i s f a c t o r i l y  do th a t  and th a t  i t  was in  
th e  p ro cess  th a t  some o f th e  le g a l  q u e s tio n s  f i r s t  began to
be r a i s e d .  I s  th a t  r i g h t ,  Ralph?
MR. JOHNS: Yes.
PRESIDENT TRUEBLOOD: Any fu r th e r  q u e s tio n s  o r com­
ments?
MR. SYDNOR MITCHELL [V irg in ia ] :  M itc h e ll, from 
V irg in ia !  I  prom ise you, I  do no t propose to  speak e i th e r  
fo r  o r a g a in s t  th e  q u e s tio n . I  adm ire th e  e n q u iry , a l s o ;  i t  
may have been answered in  th e  g e n e ra l c o n v e rs a tio n , bu t can 
we assume—I am conceding a t  t h i s  p o in t w hether o r no t th e  
r u le  w i l l  be re p e a le d  b u t, look ing  ahead to  th e  p o s s i b i l i t y ,  
can we assume t h a t ,  inasmuch a s  th e  I n s t i t u t e  i s  f irm ly  on 
re c o rd  th a t  co m p e titiv e  b id d in g  i s  a g a in s t  th e  p u b lic  i n t e r ­
e s t ,  i s  u n p ro fe s s io n a l, i s  a  form o f s o l i c i t a t i o n ,  can we 
assume th a t  i t  w i l l  s t i l l  be e n t i r e ly  p ro p er to  r e p o r t  to  
th e  E th ic s  Committee o f  th e  I n s t i t u t e  s in g le  in s ta n c e s  o f 
c o m p e titiv e  b idd ing  w ith  th e  a ssu ra n ce  th a t  th e y  w il l  be 
a c te d  upon under th e  g en e ra l r u le s  a g a in s t  s o l i c ita t io n  and 
u n p ro fe ss io n a l conduct?
PRESIDENT TRUEBLOOD: I  would an sw er a f f i r m a t i v e l y
to  t h a t ,  y es . Mr. Johns?
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MR. JOHNS: Yes.
PRESIDENT TRUEBLOOD: Anybody e ls e  w ishing to  be
heard?
MR. HARRY FARIS [K ansas]: H arry F a r is ,  from Kansas!
I  do no t speak fo r  our S o c ie ty ; no a c t io n  has been ta k e n . 
However, I  would l ik e  to  make th e  comment, th e  acco u n tin g  p ro ­
f e s s io n ,  I  b e l ie v e , to d a y , i s  b e t t e r  known th a n  i t  was when 
I  e n te re d  th e  p ro fe s s io n  some t h i r t y - f i v e  y e a rs  ago . We 
were r a th e r  unknown; we have come a long way. I  b e lie v e  we 
have a good p u b lic  Image. There a re  tim es when th in g s  have 
happened which have been a g a in s t  t h a t ,  but I  would l ik e  to  
ask  you to  th in k  o f t h i s  befo re  you vo te  a g a in s t  r e p e a l  of
R u le-303 . Suppose you vo te  a g a in s t  i t ,  tu rn  t h i s  down and 
r e t a in  th e  r u l e ,  and th en  we a re  hauled In to  c o u r t fo r  v i o l a t ­
in g  th e  law? What do you th in k  th e  e f f e c t  would be on th e
p u b lic  image o f th e  p u b lic -a c c o u n tin g  p ro fe ss io n ?  Thank you. 
[A pplause]
PRESIDENT TRUEBLOOD: Do th e  Members wish to  co n tin u e
t h i s  deba te?
SPEAKERS FROM THE FLOOR [V ario u s]: No, no!
SPEAKER FROM THE FLOOR [U n id e n tif i e d ] : I ’ d l ik e  to
move t h a t  we a d jo u r n .
PRESIDENT TRUEBLOOD: Thank you, L ouie. The procedure
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i s . . .
MR. GORDON S. BATTELLE [O hio]: Mr. Chairman!
PRESIDENT TRUEBLOOD: Yes, s i r ?
MR. BATTELLE: Gordon B a t t e l l e ,  from Ohio! I  would 
j u s t  l ik e  to  a s k , as a  m a tte r  o f  i n t e r e s t ,  what w il l  be th e  
e f f e c t  on th e  b u s in e ss  p u b lic  i f  a t  t h i s  tim e we decide th a t
we w il l  do away w ith  R ule-303 . I s  th a t  going to  open th e  door 
fo r  a g re a t number o f  i n s t i t u t i o n s ,  m u n ic ip a l i t ie s  and o th e r  
p ro sp e c tiv e  c l i e n t s  to  say , "W ell, we w i l l  go out r ig h t  away, 
now, and we w il l  get a s  many b id s  on our new a u d i t  a s  p o s s i b l e . ’
I  suppose th e  E xecutive Committee has f u l ly  d is c u s ­
sed t h a t ,  i f  w hatever we do w il l  ge t wide p u b l ic i ty  and, p e r ­
so n a lly , I  don’t  th in k  i t ’ s going to  help  th e  p ro fe s s io n .
PRESIDENT TRUEBLOOD: The p rocedure  a t  t h i s  p o in t ,  
i f  deba te  i s  to  be cu t o f f ,  i s  th a t  in  due course  a  m ail b a l ­
l o t  w il l  be send to  a l l  o f our Members. O n e-th ird  o f  our
membership must respond to  th e  m ail b a l l o t ,  and th e  r u le  w il l  
be re sc in d e d  only i f  th e re  i s  a tw o - th ird s  vo te  fav o rin g  th a t
r e s c i s s io n .  I  cannot g ive you th e  t im e ta b le  on th e  r e le a s e  
o f th e  b a l lo ts  to  th e  membership, but I  a s su re  you th a t  th e y  
w il l  be p repared  a s  e x p e d itio u s ly  as  p o s s ib le .
We have n o t been  in fo rm e d  o f  any  new b u s in e s s  w hich
i s  to  come b efo re  t h i s  m eeting . I s  th e re  any?
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[No resp o n se ]
PRESIDENT TRUEBLOOD: I  have, th e n , only one announce 
ment. The o rg a n iz a tio n  m eeting o f  th e  new C ouncil w i l l  be 
a t  tw o - th i r ty  Wednesday a f te rn o o n , October f i f t h  in  th e  Com­
monwealth Room o f  t h i s  h o te l ,  th e  S heraton  Boston. A ll Mem­
b ers  o f  C ouncil who were e le c te d  today must a t te n d  th a t  o r ­
g a n iz a tio n  m eeting , and I  would rem ind everybody a g a in  th a t  
th re e  co n secu tiv e  absences from C ouncil m eetin g s, excused or 
o th e rw ise , i s  an au tom atic  te rm in a tio n  o f a C ouncil Member’ s
membership.
Thank you a l l ,  very much. The m eeting i s  ad jo u rn ed .
[Whereupon, a t  f iv e  o ’c lo c k , th e  m eeting was con­
c lu d ed . ]
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TUESDAY MORNING TECHNICAL SESSION—THE ART OF CONSULTING
O ctober 4, 1966
The T echn ica l Panel S ession  on “The Art o f C o n su lt­
i n g ,” held  on c o n ju n c tio n  w ith  th e  S ev en ty -n in th  Annual Meet­
in g  of th e  American I n s t i t u t e  o f C e r t i f i e d  P u b lic  A ccountan ts
convened a t  e ig h t m inutes p a s t n ine o ’c lo ck  in  th e  Grand B a ll­
room o f th e  Sheraton-B oston  H o te l, B oston, M assach u se tts ,
Mr. G erald C. Schroeder o f M ichigan, a Vice P re s id e n t o f th e  
I n s t i t u t e ,  p re s id in g .
CHAIRMAN SCHROEDER: Good m orning, la d ie s  and g e n t le ­
men. We want to  welcome you to  t h i s  f i r s t  morning se s s io n
o f our te c h n ic a l  d is c u s s io n s  on th e  a r t  o f c o n s u lt in g . In  th e
June is su e  o f The CPA, we a l l  had th e  o p p o rtu n ity  to  study  th e
te n ta t iv e  d e s c r ip t io n  o f th e  p ro fe s s io n a l  p r a c t ic e  o f  p u b lic
acco u n tin g  by C e r t i f i e d  P ublic  A ccoun tan ts , which was p repared  
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by our American I n s t i t u t e  P lanning  Committee, Gordon Ford , 
Chairman. As you heard y es te rd ay  by P re s id e n t Trueblood in  
h is  m essage, t h i s  d e s c r ip t io n  was approved by th e  C ouncil on 
S aturday  a s  an o f f i c i a l  document o f th e  I n s t i t u t e  and w il l  
be given wide d i s t r ib u t io n  to  a l l  th e  Members and to  o th e r s .  
Included  among th e  d is c ip l in e s  o f  our p ro fe s s io n  d e lin e a te d  
th e re in  a re  th re e  s p e c if ic  p arag rap h s th a t  I ’d l ik e  to  begin 
our se ss io n  w ith  t h i s  m orning, and re a d  them to  you—j u s t  th re e
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p arag rap h s .
The exam ination  of f in a n c ia l  s ta tem en ts  r e q u ir e s  
C e r t i f ie d  Public A ccountants to  rev iew  many a s p e c ts  of 
an o rg a n iz a t io n ’ s a c t i v i t y  and p ro ced u res ; co n seq u en tly , 
th ey  can ad v ise  c l i e n t s  o f  needed improvements in  in te r n ­
a l  c o n tro l  and make c o n s tru c tiv e  su g g e s tio n s  on f in a n ­
c i a l ,  ta x  and o th e r  o p e ra tin g  m a tte rs .
I t  goes on to  say ,
In  a d d i t io n  to  fu rn is h in g  ad v ice  in  co n ju n c tio n
w ith  t h e i r  independent exam ination  of f in a n c ia l  s t a t e ­
m ents, C e r t i f ie d  P ub lic  A ccountants a re  engaged to  p ro ­
v ide  o b je c tiv e  ad v ice  and c o n s u lta t io n  on v a r io u s  manage­
ment problem s. Many o f  th e se  invo lve  in fo rm a tio n  and
c o n tro l  system s and te c h n iq u e s  such as  b u d g e tin g , c o s t 
c o n tro l ,  p r o f i t  p lan n in g , in te r n a l  r e p o r t in g ,  au tom atic  
d a ta  p ro cess in g  and q u a n t i ta t iv e  a n a ly s is .
C e r t i f i e d  P ublic  A ccountants a lso  a s s i s t  in  th e
development and th e  im plem entation  o f programs approved
by management.
And th e n , l a t e r  on in  th e  d is c p l in e ,  i t  say s ,
Like o th e r  p ro fe s s io n a l  men, C e r t i f ie d  P ub lic  Ac­
c o u n ta n ts  a r e  o f t e n  c o n s u l te d  on b u s in e s s ,  c i v i c  and 
o th e r  problem s on which t h e i r  judgem ent, ex p erien ce  and
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p ro fe s s io n a l  s ta n d a rd s  perm it them to  p rov ide  h e lp fu l
ad v ice  and a s s is ta n c e .
L adies and gentlem en, on th e  b a s is  o f th e  new d es­
c r ip t io n  of p ro fe s s io n a l  p r a c t ic e ,  i t  i s  p a r t i c u la r ly  f i t t i n g  
th a t  we should ex p lo re  more f u l ly  and in  dep th  today th e  a r t  
o f c o n s u lt in g , which se rv ic e  in  a la rg e  measure adds so much 
to  th e  d ig n i ty ,  to  th e  s ta tu r e  and to  th e  e f f e c t iv e n e s s  o f  our
program.
Our f i r s t  speaker t h i s  m orning, C h arles C. Crumley, 
i s  a P a r tn e r  in  th e  New York O ffice  o f A rthur Young and Com­
pany and he i s  c u r r e n t ly  th e  f irm ’ s N atio n a l D ire c to r  o f  Man­
agement A dvisory S e rv ic e s . Mr. Crumley re c e iv e d  h is  BS Degree
from Ohio S ta te  U n iv e rs ity  and he has a tte n d e d  th e  Advanced
Management Program at th e  Harvard B usiness School. He i s  a 
Member o f  th e  New York S ta te  S o c ie ty  o f C e r t i f ie d  P ub lic  Ac­
c o u n ta n ts . His s e rv ic e s  to  th e  American I n s t i t u t e  o f C e r t i ­
f ie d  P ub lic  A ccountants in c lu d e s  being  Chairman of th e  Commit­
te e  on Management S e rv ic e s , and i t  i s  p a r t i c u la r ly  a p p ro p r ia te  
th a t  he should open our se ss io n  t h i s  morning by t e l l i n g  us 
what c o n s u ltin g  i s  a l l  ab o u t, th e  v a r io u s  dep th s to  which a 
c o n s u lta n t may go in  an engagement and what i s  g e n e ra lly  in ­
cluded  in  th e  n a tu re  of management s e rv ic e s .
L adies and gentlem en, I  am p le a se d  to  p re se n t Mr.
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C h arles  Crumley, who w i l l  speak to  you, now, on th e  s u b je c t ,  
“E s ta b lis h in g  th e  Framework of C o n s u lt in g .” Mr. Crumley! 
[A pplause]
MR. CHARLES C. CRUMLEY [New York; Chairman, Commit­
te e  on Management S e rv ic e s , American I n s t i t u t e  o f C e r t i f ie d  
P ub lic  A cco u n tan ts]: Good morning! I  th in k !  [L augh ter] I  
am alw ays d e l ig h te d  to  have th e  o p p o rtu n ity  to  t a l k  about 
c o n s u lt in g  w ith  C e r t i f i e d  Public A ccountan ts , no t j u s t  because 
t h i s  happens to  be my m ajor f i e l d  o f endeavor but because, 
to d ay , in  our p ro fe s s io n  i t ’ s p robab ly  th e  most r a p id ly  grow­
in g  and most open f i e ld  th a t  we encompass. I t  needs to  be
ta lk e d  about and I  th in k  i t  should be w idely d isc u sse d .
I t  was in d ic a te d , my su b je c t t h i s  morning i s  th a t  
o f e s ta b l i s h in g  a framework o f c o n s u lt in g , but I  th in k  t h i s  
needs a b i t  more sh arp en in g . Recognize th a t  th e re  a re  many
frameworks o f c o n s u ltin g  th a t  we could  t a l k  ab o u t—to  name
a few, th e  o rg a n iz a tio n a l framework o f th e  CPA firm , i t s e l f ,  
fo r  p ro v id in g  c o n s u ltin g  s e rv ic e s —and, in c id e n ta l ly ,  I  use 
th e  term  " c o n su ltin g  s e rv ic e s "  and "management s e rv ic e s "  
in te rc h a n g e a b ly . We could  a ls o  t a l k  abou t th e  framework o f 
c o n s u lt in g -s e rv ic e  needs o f our c l i e n t s ,  o r th e  em otional 
framework o f c o n s u lt in g —en v iro n m en ta l, economic and so f o r th .  
I  am su re  th a t  th e re  a re  many th a t  we could  d is c u s s ,  but th e se
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a re  no t what I  p lan  to  t a lk  about t h i s  m orning; r a th e r ,  what 
I  p la n  on g e t t in g  in to  i s  th e  concept of c o n s u lt in g , i t s e l f ,  
th e  concep tua l framework o f c o n s u lt in g , what i s  i t  a l l  about
and what' s invo lved  in  i t .
Whatever i t  i s ,  i t  i s n ’t  new to  C e r t i f ie d  P ub lic  
A ccountan ts; a lth o u g h  C e r t i f ie d  P ub lic  A ccountants have 
n e c e s s a r i ly  id e n t i f i e d  them a s  ’’c o n s u lt in g ” or ’’management 
s e r v ic e s ,” th ey  have ren d ered  ad v ise  and a s s is ta n c e  to  c l i e n t s  
o u ts id e  of a c c o u n tin g , a u d i t in g  and ta x  a re a s  fo r  a s  long 
a s  th e  acco u n tin g  p ro fe s s io n  has e x is te d .  P r a c t i t io n e r s  and
firm s can c i t e  y e a rs  o f ex p erien ce  and c o u n tle s s  engagements
in  a wide v a r ie ty  o f s i t u a t io n s  in  which c l i e n t  management
r e c e i ved t h e i r  adv ice  and te c h n ic a l  a s s is ta n c e .
In th e  c u rre n t is s u e  o f th e  New York S ta te  CPA,
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Gordon Murray has an a r t i c l e  e n t i t l e d  ’’Management A dvisory 
S e rv ic e s  fo r  Small C l i e n t s , ” which I  a lso  recommend to  your 
re a d in g , which I  recommend to  a l l  o f  you to  re a d . One page 
in  t h i s  a r t i c l e  a t t e s t s  to  th e  e a r ly  involvem ent o f C e r t i ­
f ie d  P ub lic  A ccountants in  th e s e  a c t i v i t i e s .  Q uoting t h i s
b r i e f  p assag e ,
Mr. H askins and Mr. S e l l s ,  th e  founders o f H&S, 
met in  1893 w hile engaged a s  e x p e r ts  by a C ongressional 
commission c re a te d  to  in v e s t ig a te  th e  o p e ra tin g  methods
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of th e  ex e cu tiv e  departm ent o f th e  f e d e ra l  governm ent.
In  dues c o u rse , M essrs. H askins and S e l l s  re v is e d  th e  
p o st o f f ic e  money o rd e r system , i n s t a l l e d  an acco u n tin g  
system  fo r  th e  C ity  o f  Chicago and perform ed many o th e r
s im ila r  s e rv ic e s .
And, in  my own f irm , we have had a s e p a ra te  d e p a r t­
ment fo r  c o n s u ltin g  o r  m anagem ent-serv ices-type a c t i v i t i e s  
d a tin g  back to  a s  e a r ly  a s  1905. So, c o n s u ltin g  can h ard ly  
be c l a s s i f i e d  as som ething new fo r  C e r t i f i e d  P ub lic  Account­
a n t s .  But, what i s  i t ?  What i s  ’’c o n s u lt in g ” ?
In  a way, I  suppose i t  cou ld  be s a id ,  any person  who 
g iv es  ad v ice  to  a person  l e s s  know ledgeable th a n  h im se lf in  
a g iven a re a  i s  engaged in  ’’c o n s u l t in g .” By t h i s  d e s c r ip t io n ,  
however, a second-graderm ight be a very e f f e c t iv e  ’’c o n s u lt­
a n t , ” r e l a t i v e  to  a f i r s t - g r a d e r .  But, I  th in k  we put more 
in to  th e  term  th an  ju s t  t h a t .
Two fu r th e r  a s p e c ts  o f  th e  word come to  my mind, 
to  help  get a handle on i t .  In  a d d i t io n  to  s t i l l  having to  
have a l i t t l e  b i t  more knowledge th an  th e  person  to  whom you , 
a re  p ro v id in g  th e  c o n s u ltin g  s e rv ic e s ,  f i r s t ,  I  th in k ,  i t  has 
to  invo lve  som ething o f substance  and, second, I  th in k  i t  has 
to  invo lve a p ro fe s s io n a l  r e la t io n s h ip ,  one in  which th e  
in d iv id u a l g iv in g  th e  ad v ice  i s  a ls o  assum ing to  ta k e  some
222
type  o f p ro fe s s io n a l  r e s p o n s ib i l i t y  f o r  i t .  We, a s  C e r t i f i e d  
Public A ccoun tan ts , a re  accustom ed to  having a p ro fe s s io n a l  
r e la t io n s h ip  w ith  our c l i e n t s ;  we a re  accustom ed to  assum­
in g  some ty p e  o f a p ro fe s s io n a l r e s p o n s i b i l i t y ,  and we d ea l 
g e n e ra lly  w ith  m a tte rs  of substance  and, a s  a r e s u l t ,  I  th in k  
we invo lve  o u rse lv e s  in  c o n s u ltin g  o f some ty p e  or o th e r  every
working day o f our l i v e s .
T his c o n s u ltin g  th a t  we do can spread  o u t,  however, 
in  a spectrum  o f c o n s u ltin g  ty p e s ,  a s  an y th in g  from a c a su a l 
c h i t - c h a t  on th e  one s id e  to  a form al p ro je c t  to  a d v ise  and 
i n s t a l  som ething on th e  o th e r  and, in  between th e se  two ex­
trem e s , th e re  can be a l l  s o r ts  o f o th e r  ty p e s  o f  r o le s  th a t  
th e  C e r t i f ie d  P ub lic  A ccountan ts can p rov ide a s  c o n s u l ta n ts — 
being a h an d -h o ld e r, g a th e r in g  some d a ta  f o r  th e  c l i e n t ,  
t r a in in g  th e  c l i e n t ’ s p eo p le , p ro v id in g  te c h n ic a l  in form a­
t io n ,  m on ito ring  th e  i n s t a l l a t i o n  o f som ething, and many 
o th e r s ,  I  am su re .
B ut, t h i s  s t i l l  doesn ’t  t i e  i t  down q u ite  c lo se  
enough fo r  me. L e t’ s back up j u s t  a l i t t l e  b i t ,  to  see i f  
we ca n ’t  g e t a b e t te r  hand le . In our r e la t io n s h ip s  w ith  our 
c l i e n t s ,  we have th o se  c l a s s i f i e d  a s  " fo rm al” and th o se  
th a t  a re  in fo rm a l. The r e la t io n s h ip  we have fo r  th e  conduct 
o f an a u d i t  i s  fo rm al, as  i t  i s  fo r  th e  p re p a ra t io n  of ta x
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and , from th e se  form al r e la t io n s h ip s  th e  o p p o r tu n i t ie s  e x i s t  
fo r  a l l  s o r ts  o f in fo rm al ad v ice  and counsel to  be prov ided  
to  our c l i e n t s .  But, t h i s  in fo rm al o r non-form al c o n s u ltin g  
i s  no t what we mean by " c o n su ltin g  s e rv ic e s ” or "management
s e r v i c e s .” This i s n ’t  to  d e t r a c t  from th e  value o f
i t ;  q u ite  o f te n  i t  can be th e  most v a lu ab le  se rv ic e  we can 
p o s s ib ly  p ro v id e . B ut, what we mean by " c o n s u l t in g ,” or 
"management s e rv ic e s ” i s  c o n s u ltin g  th ro u g h  some type  o f a 
form al r e la t io n s h ip  w ith  th e  c l i e n t  fo r  such s e rv ic e s  th rough  
a c o n s u ltin g  engagement or c o n s u ltin g  p r o je c t .  Audit and
ta x  work a re  su b je c t to  a r e c u r r in g  annual demand fo r  s e rv ic e ,
and th u s  th e  form al r e la t io n s h ip  fo r  th o se  s e rv ic e s  can be
d esc rib e d  a s  an annual p ro je c t  o r an annual engagem ent. Con­
s u l t in g  s e rv ic e s , on th e  o th e r  hand, a r e n ’t  b le ssed  w ith  t h i s  
ty p e  of a demand p a t te r n  and must aw ait some type o f a need 
to  be d is c lo s e d  and , when i t  i s  d is c lo s e d , you w il l  b u ild  a 
c o n s u ltin g  p ro je c t  o r engagement around i t ,  and i t ’ s th e se  
c o n s u ltin g  p ro je c ts  we r e f e r  to  a s  " c o n s u l t in g ,” o r  "manage­
ment s e r v ic e s .”
Often I  hear c o lle a g u e s  say , "So, w hat’ s new about 
’management s e rv ic e s ’ ? I  have been doing th a t  fo r  y e a r s ."
And, he p robab ly  has, but i t  has p robab ly  been o f more th e  
in fo rm al t ype th an  of th e  fo rm al. Thus, a s  you can se e , I
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view our t o t a l  p r a c t ic e  a s  one being  o f a s e r ie s  o f form al 
r e la t io n s h ip s  and form al engagements fo r  th e  conduct of th e
a u d i t ;  form al engagements fo r  th e  conduct of th e  ta x  work
and a s e r ie s  o f  engagements fo r  th e  conduct o f  v a r io u s  ty p es
of management s e rv ic e s  and, a s  a r e s u l t  o f a l l  o f th e s e ,
th e re  can be a whole slew  of in fo rm al r e la t io n s h ip s  th a t  can
e x is t  and in fo rm al c o n s u ltin g  being p rov ided  to  th e  c l i e n t  
based upon th e  knowledge th a t  you have from th e  form al r e l a ­
t io n s h ip s .
Now, what i s  in c lu d ed  in  th e s e  c o n s u lt in g  p ro je c ts ?  
What a re  th ey  a l l  about? Our I n s t i t u t e ’ s Management S e rv ice s  
Committee has been working on t h i s  fo r  some tim e , and c u r re n t ly
ha s a d r a f t  in  th e  m ill  on th e  n a tu re  of management s e rv ic e s .
T his d r a f t  might be of some help  to  u s . Let me quote a b r ie f  
s e c tio n  from th a t  m a te r ia l .  I t  sa y s ,
Management s e rv ic e s  by C e r t i f i e d  P u b lic  A ccountants 
can be d esc rib e d  a s  th e  fu n c tio n  o f  p ro v id in g  p ro fe s s io n ­
a l  ad v iso ry  o r c o n s u ltin g  o f  a p ro je c t  n a tu re  s e rv ic e s ,  
th e  prim ary purpose of which i s  to  improve th e  c l i e n t s ’ 
use o f  c a p a b i l i ty  and re so u rc e s  to  ach iev e  th e  o b je c t iv e s  
o f  th e  e n te r p r i s e .  T his can be r e l a t i v e  to  such a re a s  
a s  t h e  management f u n c t io n s  o f  a n a l y s i s ,  p la n n in g ,  
o rg an iz in g  and c o n t r o l l in g ,  in tro d u c tio n  o f  new id e a s ,
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concep ts  and methods, th e  r e o rg a n iz a tio n  and improvement 
o f p o l ic ie s ,  p ro ced u res , methods and o rg n iz a tio n ; th e  
a p p l ic a t io n  and use of m anagem ent-accounting system s,
d a ta  p ro c e ss in g  and m athem atical te c h n iq u e s ; conduct 
o f s p e c ia l  s tu d ie s ,  p re p a rin g  recom m endations, develop­
in g  p la n s  and progrm s, a s s is ta n c e  in  im p lem en ta tion .
In  o th e r  words, "management s e rv ic e s ” co v ers a 
broad range of s e rv ic e  to  management and not th e  s e rv ic e  o f 
management, but se rv ic e  to  management, and th e se  s e rv ic e s  a re  
aimed a t  h e lp in g  th e  c l i e n t s  re s o lv e  t h e i r  management-type
problem s.
The d r a f t  goes on to  say t h a t ,
In  p ro v id in g  t h i s  ad v iso ry  s e rv ic e ,  th e  C e r t i f ie d  
P u b lic  A ccountant a p p l ie s  an a n a ly t i c a l  approach and 
p ro cess  which ty p ic a l ly  in v o lv e s  a s c e r ta in in g  th e  p e r t i ­
nen t f a c t s  and c irc u m sta n ces , seek ing  and id e n t i f y in g  
o b je c t iv e s ,  d e f in in g  th e  problem  and o p p o r tu n it ie s  fo r  
improvement, e v a lu a tin g  and d e term in in g  p o s s ib le  so lu ­
t io n s ,  p re s e n tin g  f in d in g s  and recom m endations a f t e r  
app roval by management, which i s  key; p lan n in g  and 
sch ed u lin g  a c t io n s  to  ach iev e  th e  d e s ire d  r e s u l t  and in  
t h i s  achievem ent a d v is in g  and p ro v id in g  te c h n ic a l  a s s i s t ­
ance in  t h e i r  im p lem en tation . T his ty p e  o f a c t io n  i s
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perform ed in  co n ju n c tio n  w ith  knowledge and ex p erien ce  
in  such a re a s  a s  o rg a n iz a tio n  and management, o f f ic e  and 
management fu n c tio n s , system s and p ro ced u res , d a ta  p ro ­
c e s s in g , o p e ra tio n s  r e s e a rc h , econom ics, acco u n tin g , 
and so on, and a l l  o f t h i s  i s  aimed a t  p roducing  so lu ­
t io n s  such a s  a m anagem ent-inform ation system , c o s t ­
acco u n tin g  system , improved p ro d u c tio n  c o n t ro l ,  e le c t ro n ­
ic  d a ta  p ro c e s s in g , long -range p la n s , and so f o r th .
And t h a t ,  in  a n u ts h e l l ,  i s  what a management-  
s e rv ic e s  p ro je c t  o r engagement i s  a l l  ab o u t. F i r s t ,  i t  r e l a t e s  
to  a m anagem ent-type problem ; second, i t  in v o lv e s  an a n a ly t i ­
c a l  approach  and p ro c e ss ; t h i r d ,  i t  r e q u ir e s  p a r t i c u la r  
knowledge and ex p erien ce  and, f o u r th ,  i t  p roduces an i d e n t i ­
f i a b le  end p ro d u c t.
Recognize th a t  engagem ents o r  p r o je c ts  can be j u s t  
about a s  shallow  or a s  deep as  th e  need i s  th a t  you a re  r e s ­
ponding to ;  i t  co u ld , fo r  exam ple, be l im ite d  to  th e  over­
a l l  economic f e a s i b i l i t y  o f  th e  com puter i n s t a l l a t i o n ,  o r  i t  
cou ld  go so f a r  a s  to  be a tu rn k ey  p r o je c t ,  one in  which you 
hand over a t  th e  end o f  th e  engagement a com plete working 
computer c e n tr e ,  o r i t  could  be narrow  o r broad—say , a pay­
r o l l  sy s tem  a s  opposed  to  a  t o t a l  m anagem ent- i n fo rm a tio n  s y s ­
tem
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And, a s  I  sa id  b e fo re , th e se  ta s k s  can p la c e  th e  
c o n s u lta n t in  a v a r ie ty  o f  r o le s —as an a d v is o r , as an im­
p lem en to r, m oderator, te a c h e r ,  and so f o r th .  So, th e re  a re  
p r o je c ts  and th e re  a re  p r o je c t s ,  some w ith  only a few hours 
o f tim e and some w ith  many thousands o f  hours o f tim e . But, 
th ey  a re  a l l  p r o je c ts ;  they  a l l  have beginning  p o in ts ,  end­
in g  p o in ts ,  and each have an o b je c tiv e  and some type  o f 
id e n t i f i a b l e  end p roduct and , h o p e fu lly , th ey  each ach ieve  th e  
in te n t  o f e n a b lin g  th e  c l i e n t s ’ management to  conduct t h e i r
a f f a i r s  more e f f e c t iv e ly .
In  A p r i l ,  1961, th e  I n s t i t u t e ’ s C ouncil s e t  f o r th  
i t s  b as ic  p o lic y  re g a rd in g  c o n s u ltin g  o r management s e rv ic e s  
in  a r e s o lu t io n  which read  in  p a r t  a s  fo llo w s:
I t ’ s an o b je c tiv e  o f th e  I n s t i t u t e ,  re c o g n iz in g  th a t  
m anagem ent-services a c t i v i t i e s  a re  a p ro p er fu n c tio n  o f 
C e r t i f ie d  P ub lic  A ccoun tan ts , to  encourage a l l  C e r t i f ie d  
P ub lic  A ccountants to  perform  th e  e n t i r e  range o f manage­
ment s e rv ic e s  c o n s is te n t  w ith  t h e i r  p ro fe s s io n a l  compe­
te n c e , e th ic a l  s ta n d a rd s  and r e s p o n s i b i l i t i e s .
I  th in k  i t ’ s sa fe  to  say th a t  p r a c t i c a l ly  a l l  C e r t i ­
f ie d  P ub lic  A ccountan ts a re  p ro v id in g  a g re a t d ea l o f in fo rm al 
management s e r v i c e s .  I  c a n ’t  im ag ine  how th e y  c o u ld  have be­
come CPA’ s and o b ta in ed  or r e ta in e d  c l i e n t s  i f  th e y  d id n ’t  do
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t h i s ,  but p robab ly  only a sm all p ro p o rtio n  o f  th e  p ro fe s s io n  
i s  p ro v id in g  a f u l l  range o f form al or p ro je c t- ty p e  management 
s e rv ic e s ,  and i t ’ s t h i s  type  o f c o n s u ltin g  th a t  I  in t e r p r e t  
Council a s  in te n d in g  to  encourage.
From t h i s ,  you can in f e r  th a t  I b e lie v e  th e re  i s  
a la rg e ,  untapped need o r a market fo r  t h i s  ty p e  s e rv ic e s  o r 
p ro je c t- ty p e  c o n s u lt in g , and I  don’t  b e lie v e  t h a t — l e t  me see 
i f  I  can pu t a dim ension on i t  fo r  you. I t ’ s e s tim a te d  th a t  
th e  fe e s  o f  non-CPA m anagem ent-consulting f irm s fo r  manage­
ment s e rv ic e s  a re  in  th e  v ic in i ty  o f  $450,000,000 a y e a r.
These a re  from our c l i e n t s ,  gentlem en, th e  bu lk  o f  which we 
can perfo rm . T his would e x tra p o la te  out to  about 25,000 men 
p ro v id in g  t h i s  ty p e  o f se rv ic e  and , c o n s id e r in g  th e  f a c t  th a t  
th e re  a re  s l i g h t ly  under 40,000 CPA’ s in  p u b lic  se rv ic e  to d ay , 
t h i s  means t h a t ,  fo r  every  two of you s i t t i n g  here to d ay , 
th e re  i s  one c o n s u lta n t from a non-CPA firm  p ro v id in g  th e se  
s e rv ic e s  fo r  your c l i e n t s .  And, in c id e n ta l ly ,  h is  p r a c t ic e  
i s  growing a t  th e  r a t e  o f about fo u r  to  e ig h t p er cen t a y e a r, 
and th a t  i s  w ithout c o n s id e r in g  th e  many s e rv ic e  needs th a t  
your c l i e n t s  undoubtedly  have th a t  a r e n ’t  being  se rv e d , a t  
a l l ,  e i th e r  because th e y  a re  nev er d isco v ered  or because th e  
c l i e n t  never g e ts  m otivated  to  th e  p o in t o f  doing an y th in g  
about i t ,  e i th e r  w ith  you or w ith  an o u ts id e  c o n s u l ta n t .
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So, th e  need i s  th e r e ,  c l e a r ly .  The s k i l l s  and 
knowledge a re  a v a i la b le  to d ay . The knowledge as  to  how to  
app ly  th e se  s k i l l s  i s  a v a i la b le ,  so w hat’ s needed, a s  I  see 
i t ,  i s  fo u r th in g s —f i r s t , an a g g re ss iv e  d e s ire  to  se rv e ; 
second, th e  p o sse ss io n  of th e se  te c h n ic a l  s k i l l s ;  t h i r d ,  th e  
knowledge o f th e  a r t  o f  ap p ly in g  th e se  s k i l l s ,  and t h i s  i s  
what we w il l  be ta lk in g  about th e  balance o f t h i s  m orning; 
and, fo u r th ,  th e  p ro p er framework o f knowledge o f what con­
s u l t in g  i s  a l l  ab o u t, and I  hope th a t  th e se  comments w i l l  be 
h e lp fu l to  you on t h i s  l a s t  p o in t .
L ad ies and gentlem en, your c l i e n t s  aw ait you. Thank 
you. [A pplause]
CHAIRMAN SCHROEDER: Thank you very much, C h a r l ie . 
Now, la d ie s  and gentlem en, I ’d l ik e  to  remind you t h a t ,  a s  we 
proceed a long  in  ou r morning s e s s io n , we’d l ik e  to  have you 
make n o te  o f q u es tion s  you might l ik e  to  d i r e c t  to  th e se  
gentlem en because th ey  w il l  be very happy to  answer your ques­
t io n s  a t  th e  co n c lu sio n  o f our p r e s e n ta t io n s .
The nex t p re s e n ta t io n  i s  concerned w ith  th e  behavior
in  th e  c o n s u ltin g  r e la t io n s h ip .  Now, t h i s  in c lu d e s  both  th e
behavior o f th e  c o n s u lta n t and th a t  o f th e  c l i e n t .  I t  i s
q u i t e  o b v io u s  t h a t  th e  c o n s u l ta n t  must be t e c h n i c a l l y  compe­
t e n t  in  h is  s p e c ia l  f i e l d .  The more ex p erien ced  c o n s u lta n t ,
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however, i s  qu ick  to  reco g n ize  th a t  te c h n ic a l  competence i s  
only  a p a r t  o f th e  measure o f h is  su c cess . E qually  im p o rta n t, 
and perhaps even more so , i s  h is  s k i l l  in  communicating h is  
id e a s  to  o th e rs  and h is  e f f e c t iv e n e s s  a s  a t o t a l  p e rso n , and 
t h i s  in te r e s t i n g  su b je c t w il l  be p re se n te d  to  us t h i s  morning 
by Dr, Samuel B. Marks, who i s  a D octor o f  Psychology, having 
re c e iv e d , f i r s t ,  h is  B ach e lo r’ s Degree from H o ffs tra  U niver­
s i t y ,  h is  M aster’ s Degree from Columbia U n iv e rs ity  and th en  
h is  D octo r’ s from New York U n iv e rs ity .
Dr. Marks i s  A s s is ta n t P ro fe sso r  a t  th e  New York
U n iv e rs ity  Graduate School o f B usiness A d m in is tra tio n ; he 
i s  a p r iv a te  c o n s u lta n t to  in d u s try  and, p a r t i c u l a r ly ,  he i s  
th e  E xecu tive D ire c to r  o f S k i l l  Advancement, In c o rp o ra te d ,
in  th e  C ity  o f  New York.
You have a l l  re c e iv e d  a copy o f Dr. Marks* message, 
which we hope you haven’t  read  y e t ,  but I ’d l ik e  to  p re se n t him, 
now, Dr. Marks, who w il l  speak to  you o n “The Psychology o f 
C o n su ltin g —A C lie n t/C o n su lta n t P arad igm ,” [A pplause]
DR. SAMUEL B. MARKS [P ro fe s s o r , G raduate School o f 
B usiness A d m in is tra tio n , New York U n iv e rs ity ] :  B efore I  get 
s t a r t e d ,  I  must adm it th a t  A rthur F ie d le r  i s  a tough  a c t  to  
fo llow ! Do a l l  o f you have a l i t t l e  message th a t  I  have passed  
out on my ta lk ?  Perhaps, i f  I can see th e  hands o f  th e  people
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th a t  do n o t . . .
[Show of hands by members o f th e  assem b lag e .]
DR. MARKS: Ju s t t h i s  group over h e re , in  th e  back! 
May I  a sk —th e re  a re  e x tra  co p ies  on th e  s id e , h e re—i f  you 
can ju s t  p ass  them ac ro ss?  I  don’t  th in k  th e re  w i l l  be to o
much d is tu rb a n c e . The reaso n  I  want you to  hold  on to  t h i s  
i s  th a t  we a re  going to  p lay  a game to d ay . P lease  don’t  read  
i t  w hile I  t a l k .  We w il l  ge t in to  th e  te x t  in  about f iv e
m inu tes.
The s p e c i f ic a t io n s  o f  my t a l k  today  a re  r e a l l y  ad­
d resse d  to  two major a re a s  and they  a re  under th e  broad um­
b r e l l a  o f human f a c to r s .  I  don’t  th in k  th a t  you can walk in to  
an o rg a n iz a tio n  today w ithout having a f e e l  fo r  th e  in d iv id u a ls  
in  th a t  o rg a n iz a tio n . One d o esn ’t  go in  and j u s t  look a t  num­
b e rs ; one doesn ’t  go in  and j u s t  look a t ,  as  Mr. Crumley 
p o in ts  o u t ,  th e  form al s t r u c tu r e ,  and one i s  r e a l l y  concerned— 
and , I w i l l  use Mr. Crumley’ s te rm  a g a in —w ith  th e  em o tio n a l-  
s la sh -en v iro n m en ta l a p s e c ts  o f  a company. And, to d a y , I ’d 
l ik e  to  t a l k  about two s p e c if ic  f a c to r s  one should  be v ery , 
very p e rc e p tiv e  of w ith in  th e  o rg a n iz a tio n .
I  don’t  want to  sound l ik e  an academ ician , not even 
l ik e  a c o n s u lta n t ,  and don’t  want to  sound l ik e  an a c c o u n ta n t, 
p erh ap s; perhaps I  want to  sound more l ik e  a p s y c h o lo g is t .
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The two m ajor c h a r a c t e r i s t i c s  I  want to  a d d re ss  my­
s e l f  to  a re  p e rc e p tio n  and p e r s o n a l i ty .  L e t’ s th in k  about p e r ­
c e p tio n  fo r  a m inute. What does i t  mean? W ell, when we 
o rd e r th e  th in g s  around us?-you a re  p re s e n t ly  o rd e r in g  my 
words; you w il l  be o rd e rin g  o th e r s ’ words—t h i s  i s  p e rc e p tio n . 
When we ta k e  e v e ry th in g  we see on a d a i ly  b a s is  and we look  
a t  our p a s t ex p e rien ce s  and we t r y  to  pu t o r make some o rd e r 
ou t o f  t h i s  chaos, t h i s  i s  ’’p e r c e p t io n .”
How can th e  c o n s u lta n t use th e  word “p e rc e p tio n ” ?
What does i t  mean? W ell, h e ’ s got to  be very  aw are, both  th e  
c o n s u lta n t and th e  c l i e n t ,  th a t  when you walk in to  th e  o rg a n i­
z a t io n a l  environm ent, th e re  a re  a whole host o f in te rv e n in g  
v a r ia b le s ,  a s  I  r e f e r  to  them, th a t  a f f e c t  your p e rc e p tio n , 
th e  way you see your w orld. Let me go th ro u g h  a number o f  
s p e c if ic  c h a r a c t e r i s t i c s .  I  have made a p o in t o f th e s e  on 
Page T hree; you might want to  fo llo w  a lo n g  w ith  me. I  w ill  
t r y  to  g ive some examples o f each .
One word, one te rm , one concept th a t  we a re  con­
s ta n t ly  working w ith  i s  c a l le d  ’’p e rc e p tu a l d e fen se—p e rc e p tu a l 
d e fe n s e .” This i s  a kind o f b lock ing  th a t  we a l l  have; th e re  
a re  c e r ta in  th in g s  in  our environm ent th a t  we ju s t  d i s l i k e ,  
th a t  we f in d  p e rs o n a lly  u n ac ce p tab le , we c a n ’t  a c c e p t. Some­
tim es when we walk in  to  a c l i e n t ,  we say to  him—by th e  way,
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t h i s  paper i s  r e a l l y  add ressed  to  bo th  th e  c l i e n t  and th e
c o n s u l ta n t .
There a re  some th in g s  th a t  we don’t  want to  see ; 
some th in g s  we push under th e  c a rp e t ,  so to  speak. What hap­
pens to  th e  in fo rm atio n  we ge t when t h i s  happens? W ell, i s  
i t  r e l i a b l e ,  i s  i t  v a l id  da ta?  When we ten d  to  push th in g s  
under th e  c a rp e t ,  we should say to  o u rs e lv e s , “Why, why do 
we push th a t  d a ta  o r  in fo rm atio n  under th e  c a rp e t? ”
A nother concept i s  one I  r e f e r r e d  to  a s  “p e rc e p tu a l 
r e a d in e s s —p e rc e p tu a l r e a d in e s s .” A good example o f t h i s  
would be— l e t ’ s look a t  th e  a c c o u n ta n t. When you read  th e
New York Times t h i s  m orning, I  am su re  th e re  a re  c e r t a in  
th in g s  you saw as  an a c c o u n ta n t, having an i n t e r e s t  in  a 
p a r t i c u la r  f i e l d —th o se  a r t i c l e s  p e r ta in in g  to  ta x e s ,  to  
perhaps th e  acco u n tin g  p ro fe s s io n . These a re  th e  th in g s  th a t  
you w i l l  p u l l  out o f th e  paper very q u ic k ly . In  my own be­
h a v io r , I tend  to  p u l l  out a r t i c l e s  d e a lin g  in  th e  p overty  
f i e l d ,  so th e se  perhaps a re  th in g s  you may no t spot r ig h t  
away. T his i s  ’’p e rc e p tu a l r e a d in e s s .” When you walk in to  
an o rg a n iz a tio n , you w il l  spot th in g s  r ig h t  o f f  th e  bat th a t  
you a re  going to  la tc h  on to .
A nother ca teg o ry  i s  “c a te g o r iz a t io n —c a te g o r iz a ­
t i o n . ” T his i s  th e  r e a l  p i t f a l l  of th e  c o n s u lta n t .  He l ik e s
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to  pu t th in g s  in to  l i t t l e  p ig eo n h o les; he l ik e s  to  carve 
out s p e c if ic  in fo rm atio n  and say , "Yes, i t  belongs h e re ,"
T his sometimes becomes a l i t t l e  too  uncom fotab le, u n fo r tu n a te ly , 
because th e  world i s  no t b u i l t  a long  a whole s e t  o f c a te g o r i ­
z a t io n s ,  and th e  c o n s u lta n t should  be very much aware o f th e  
c a te g o r ie s  [ s i c , ] .  He should look between th e  c a te g o r ie s ,  to  
see i f  he has l e f t  an y th in g  o u t.
The fo u r th  m ajor a re a  I  c a l l —and, i t ’ s t y p i c a l— 
i s  " s te re o ty p in g — s te r e o ty p in g ." U n fo rtu n a te ly , based on a l l  
of our p a s t e x p e rie n c e s , a l l  o f  our a t t i t u d e s ,  we tend  to  
s te re o ty p e  o rg a n iz a t io n s , b eh a v io r, and so f o r th ,  I  guess 
you might say th a t  IBM i s  a w e ll- ru n , p e rh ap s , a b u reau cracy , 
in te r n a l ly ;  perhaps we look a t  th e  f e d e ra l  government a s  an 
o rg a n iz a tio n  and say " I t ’ s a b u reau c ra cy ."  These a re  r e a l ly  
s te re o ty p e s  o f  s t r u c tu r e .
The c o n s u lta n t has to  be v e ry , v e ry , very  p e rc e p tiv e  
when he walks in to  th a t  o rg a n iz a tio n  and no t f a l l  in to  th e  
p i t f a l l  o f say in g , "My goodness, here we a re  in  a n o th e r  bur­
eau cracy , and i t s  committee system  lo o k s l ik e  t h i s . "  T his 
could be very m is lead in g  when you get w ith in  s p e c if ic  d e p a r t­
ments w ith in  th e  o rg a n iz a tio n .
F in a l ly ,  an o th e r i n t e r e s t i n g  e f f e c t  i s  r e f e r r e d  to  
a s  th e  "halo  e f f e c t —th e  h a lo  e f f e c t . "  A good example o f t h i s
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might be th e  p erso n n e l in te rv ie w e r  who w il l  look a t  th e  con­
s u l t a n t ,  h e re , who i s  now in te rv ie w in g  someone w ith in  th e  com­
pany o r someone fo r  a p o te n t ia l  jo b , and t h i s  p a r t i c u la r  i n t e r ­
view er l ik e s  red  n e c k t ie s —he l ik e s  red  n e c k t ie s ;  hence, th e  
in d iv id u a l th a t  he i s  in te rv ie w in g  i s  ex trem ely  com petent in
h is  f ie ld s
What he i s  do ing , h e re , i s  ta k in g  a b ia s  th a t  he 
has an im posing i t  on th e  t o t a l  in d iv id u a l .  Perhaps th e  con­
s u l ta n t  can do t h i s ,  a l s o .
Let me give you, now, j u s t  fo u r  alm ost s im p le- 
minded, b a s ic s  th a t  have r e a l ly  come out o f  th e  e m p ir ic a l 
r e s e a rc h  in  p sy ch o lo g y /so c io lo g y  to d a y . Knowing y o u rs e lf ;  
knowing y o u rs e lf  makes i t  e a s ie r  to  see o th e rs  much more a c ­
c u ra te ly .  I f  one has a knowledge o f o n e s e lf ,  one can p e r ­
c e iv e  a l i t t l e  more a c c u ra te ly .  A nother p o in t i s  th a t  your
own c h a r a c t e r i s t i c s  a f f e c t  th e  c h a r a c t e r i s t i c s  we a re  more
l ik e ly  to  see in  o th e rs  and, in  a  few moments, I  w i l l  show you 
how t h i s  i s  th e  c a se . A th i r d  p o in t i s ,  th e  person  who a c ­
c e p ts  h imse l f ,  t r u ly  a c c e p ts  h im se lf—and, t h i s  i s  r e a l l y  
a broad g e n e ra l iz a t io n —i s  more l ik e ly  to  be a b le  to  see 
fa v o ra b le  a s p e c ts  in  o th e r  p eo p le . And, I  make an o th e r  p o in t
i n  t h e  l i t t l e  t a l k  t h a t  I  have p a s s e d  o u t t o  you .
Now, t h i s  p r im a r ily  covers in  b ro ad -b ru sh  tre a tm e n t
236
th e  whole a re a  o f  p e rc e p tio n . To my c la s s e s ,  I  spend a whole 
sem ester j u s t  ta lk in g  about " p e rc e p t io n ,” and some o f  th e  
problem s in  p e rc e p tio n . What I  would l ik e  to  do, now, i s  to  
a sk  you to  fo llo w  a long  w ith  me, a s  Mr. A rth u r F ie d le r  d id  
l a s t  n ig h t ,  and ta k e  a p sy c h o lo g ica l t e s t ,  Now, we have a l l  
tak en  t e s t s ,  I  am su re , and I  don’t  want to  know your sc o re ; 
in  f a c t ,  you don’t  even have to  show your p a p e r, your sc o re . 
How many people s t i l l  do no t have th e  p a ss -o u t?
[Show o f  hands by th e  assem blage]
DR. MARKS: Are th e re  any e x t r a s  around you might 
p ass  to  t h i s  co rn e r?  Here come some, over to  th e  c o rn e r , now.
While th e se  a re  being p assed  o u t,  I  m ight t e l l  you 
a cu te  l i t t l e  s to ry , and t h i s  i s  r e a l ly  in  th e  whole a re a  o f  
’’p e r c e p t io n ,” This experim ent has been run a number o f  t im e s , 
and i t  s t a r t e d  up a t  H arvard, n ea rb y , and I  have a ls o  run 
in to  i t  in  my classroom s and f in d  i t  ex trem ely  r e l i a b l e ,  and 
perhaps a c o n s u lta n t can g e t some in fo rm atio n  out o f  t h i s .
Here i s  th e  experim ent.
We walk in to  a c o lle g e  c lassroom , and th e  p ro fe s so r  
i s  no t s ta n d in g  th e r e .  We a sk —and, t h i s  i s  how you c o n tro l  
i t ;  th e  s tu d e n ts  do no t know t h i s — we ask  a p e rso n , a fe llo w  
s tu d e n t, to  go up to  th e  f ro n t o f th e  c lassroom  and make an
announcement to  th e  group, and th e  announcement goes l ik e  t h i s .
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He sa y s , " I  am s o r ry , P ro fe sso r  ’X’ i s  no t here to d a y , 
but we have an o th e r  v i s i t i n g  p ro fe s s o r  here a t  H arvard, and 
l e t  me g ive you h is  re su m e ,” and th e n  he re a d s  o f f  from a 
sh ee t th e  resume o f  P ro fe sso r  ”X .” And, as an a s id e  to  th e  
group, when he g e ts  down to  th e  end, he sa y s , ”1 must t e l l  
y o u ,” and he g iv es  i t  as  kind o f an a s id e ,  ”t h i s  p ro fe s s o r  i s  
very  warm—a very  warm p r o f e s s o r .”
T h a t’ s th e  word he u se s . The p ro fe s s o r  i s  no t in
th e  room. He comes w alking in to  th e  room a t  t h i s  p o in t and
s t a r t s  to  l e c tu r e .  At th e  end o f  th e  le c tu r e  we ask  th e
group a s e r ie s  o f  very  b as ic  q u e s tio n s . In o th e r  words, we 
a re  measuring t h e i r  p e rc e p tio n  o f th e  p ro fe s s o r . We ask  them 
how was h is  le c tu r e ;  we ask  them how e f f e c t iv e  was he in  
answ ering  q u e s tio n s . We have a whole l i s t  o f  q u e s tio n s .
Then we d ism iss t h i s  group and b rin g  in  a f re s h  
group and go th rough  th e  same s i t u a t io n .  The p ro fe s s o r  i s  
o u ts id e ;  th e  s tu d e n t comes in to  th e  f ro n t o f  th e  room; he 
re a d s  th e  v i ta e  o f th e  p ro fe s s o r  and a t  th a t  p o in t ,  a t  th e  
end, he makes a s ta te m e n t. He sa y s , ”1 must t e l l  you some­
th in g  about th e  p ro fe s s o r . He i s  very  c o ld , C-O-L-D, a very 
co ld  p r o f e s s o r .”
The p ro fe s so r  walks in to  th e  room, s t a r t s  g iv in g  
th e  le c tu r e  in  th e  same manner. I t  happens to  be th e  same
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p ro fe s s o r—th e  same number of sm ile s ; he handles th e  in f o r ­
m ation in  th e  same way, and th en  we asked th e  same te n  o r so 
q u e s tio n s  to  th e  group—how d id  he handle th e  q u e s tio n s , how 
e f f e c t iv e  was he, who was th e  most e f f e c t iv e  p ro fe s s o r ,  th e  
warm o r  th e  co ld  p ro fe s s o r .
I t  tu rn s  out t h a t ,  in  a l l  c a s e s — in  a l l  c a s e s , every  
tim e we have run  th e  experim en t—th e  “warm” p ro fe s s o r  was 
th e  most e f f e c t iv e  p ro fe s s o r ,  a c ro s s  th e  board!
What does t h i s  t e l l  u s , as  f a r  as p e rc e p tio n  i s  
concerned? I t  t e l l s  us t h a t ,  in  a c o n tro l le d  experim en t, two 
sim ple words change th e  p e rc e p tio n  in  t h i s  c a se —perhaps th e  
C lie n t in  r e l a t i o n  to  th e  c o n s u lta n t ,  “warmth” v ersu s “c o ld ,” 
so th a t  even our d ay -to -d ay  words, our b e l i e f s , our gu ide , 
our g o a ls , and so f o r th ,  can and do a f f e c t  th e  way we see 
people and a lso  ten d  to  a f f e c t  th e  way we w rite  up inform a­
t io n  and a ls o  a f f e c t  th e  way th a t  we tu rn  in  r e p o r ts  to  man­
agem ent, to  th e  company.
Now, l e t ’ s move on to  th e  second phase o f my d i s ­
c u s s io n , and t h i s  i s  where I  want to  g e t you in v o lv ed . My 
r e a l  g o a l, h e re , i s —and, I  know, “p sy c h o lo g ic a l t e s t i n g ” has 
ta k en  on a n e g a tiv e  word in  some q u a r te r s .  I  would l ik e  to  
g ive you—I have never had th e  o p p o rtu n ity  to  g ive 2 ,000 ac ­
c o u n ta n ts  t h i s  t e s t .  I  have had th e  o p p o rtu n ity  to  g ive about
239
s ix ty  a c co u n ta n ts  t h i s  t e s t ,  and I  w i l l  t r y  to  t a l k  to  th o se  
s ix ty  ac co u n ta n ts  and measure you a g a in s t  them. T h is  p a r t i ­
c u la r  t e s t  has been given to  a number o f  g roups. You w il l
f in d  th e  t e s t  on th e  l a s t  page. I t  s t a r t s  on—i f  you w il l  
look  up a t  th e  to p , i t  say s , "The 'F '  S c a le ,” and , b e fo re  you 
s t a r t  ta k in g  i t ,  I ’d l ik e  to  spend about th re e  or fo u r  min­
u te s — i t ’ s a very sh o rt t e s t ;  I  want to  g ive some s p e c if ic
in s t r u c t io n s .
You w i l l  f in d  th a t  i t ’ s on bo th  s id e s ;  th e re  a r e  
tw en ty -seven  q u e s tio n s . You w il l  f in d  th a t  th e re  a re  no 
"r i g h t ” o r "wrong" answ ers, so I  don’t  want you to  study  them. 
I  want you to  j u s t  look a t  i t  and respond . P lease  use one 
o f th e  f iv e  numbers in  th e  in s t r u c t io n s .  For in s ta n c e ,
Number One, put a Number One th e re  i f  you s tro n g ly  d isa g re e  
w ith th e  item ; put a Number Two th e re  i f  you ju s t  d isa g re e  
w ith  th e  item ; pu t a Number Three th e re  i f  you n e i th e r  ag ree  
nor d isa g re e  w ith  th e  item ; a Number Four i f  you j u s t  ag ree  
and a Number F ive i f  you s tro n g ly  d is a g re e . I t ’ s a f iv e -p o in t  
s c a le .  Run th rough  i t  a s  q u ick ly  a s  p o s s ib le .  Answer every  
q u e s tio n . And, a t  th e  end, would you ta k e  th e  sum, th e  ag g re ­
g ate  o f your sc o re , and th en  we w il l  t a l k  s p e c i f i c a l ly  to  your 
sc o re  and how t h i s  a f f e c t s  us a s  c o n s u l t a n t s .  So, i f  we 
could  g e t s t a r t e d  and spend about th re e  to  fo u r  m in u te s . . .
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[Whereupon th e  Members p re se n t occupied them selves 
w ith  ta k in g  th e  t e s t . ]
DR. MARKS: So th a t  I  can t a l k  d i r e c t ly  to  th e  
p o in t ,  l e t  me ge t a f e e l  o f my audience to d a y . How many o f 
you scored  under, below s ix ty ,  o r below—s ix ty  o r below?
Could I  see your hands?
[Show o f hands by th e  assem blage]
DR. MARKS: How many o f  you sco red  between s ix ty -  
e ig h t and seven ty— how many o f  you scored  between s ix ty - e ig h t  
and seven ty  fo u r; how many o f you sco red  above n in e ty ?
[Show o f  hands in  each  in s ta n c e .]
DR. MARKS: Okay, l e t  me t e l l  you a l i t t l e  b i t  about 
t h i s  t e s t  and how you can use i t  as a to o l .  I  am su re  you 
found th e  q u e s tio n s  a l i t t l e  odd and kooky— i t  tu rn s  o u t, 
th ey  a re !  But, th e  t e s t  happens to  be ex trem ely  v a lid  and 
r e l i a b l e .  Most o f  th e  t e s t  t o o l s —and, i t ’ s only  one to o l  
o f  a whole b a t te ry ,  but l e t  me t e l l  you what t h i s  p a r t i c u la r  
t e s t  means. What do you th in k  i t  m easures? Does anyone have 
any idea?  I  h ea r some o f th e  re sp o n se s ; i t  te n d s  to  measure 
th e  degree o f a u th o r i ta r ia n is m . Let me d e f in e  t h i s  fo r  you.
The c o n s u lta n t ,  th e  c l i e n t ,  i f  we were to  put him 
on a continuum —you se e , I  am " c a te g o r iz in g ,” and we could  
view him a s  between being  h ig h ly  a u th o r i t a r i a n ,  th e  type  o f
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su perv iso r/m anager type  o f human being who says ’’J u s t  do i t  
my w ay,” We c a l l  th a t  ’’h ig h ly  a u t h o r i t a r i a n .” We could  ta k e  
him down to  th e  o th e r  end o f th e  continuum , to  what we r e f e r  
to  a s  th e  "n o n -a u th o r i ta r ia n  p e r s o n a l i ty ,” o r th e  "dem ocratic 
p e r s o n a l i ty ,” and th a t  cou ld—an example th e re  might be th e  
in d iv id u a l who say s , "Okay, fe llo w s , how would you l ik e  to  
do i t , ” a r e a l ,  p a r t i c ip a t iv e  management, r e a l ly  l e t t i n g  ev ery ­
body p a r t i c ip a t e  in  th e  dec ision -m ak ing  p ro c e s s .
Now, what we have done h e re , by th e  way, i s  to  g ive 
you your sc o re . Where do you f a l l  w ith in  th a t  continuum? On 
Table One on Page Seven you w il l  f in d  a l i s t  o f  s c o re s . Un­
f o r tu n a te ly ,  I  don’t  have sc o re s  down fo r  a c c o u n ta n ts , but I  
w il l  t e l l  you about ac co u n ta n ts  in  a m inute, th e  sm all group 
of ac co u n ta n ts  th a t  we have t e s t e d .  How many o f you a re
n u rses?
[No i n i t i a l  re sp o n se ; la u g h te r ]
DR. MARKS: What you se e , h e re , i s  a problem ; most 
o f you a re  f a l l i n g  in to  th e  c lo s e s t  norms, th e r e —would be 
’’p ro fe s s io n a l  s u p e rv is o r s ,” I  doubt t h a t ;  p ro b ab ly , "m iddle 
and top-management p e r s o n n e l ,” so th a t  th e  normal s c a le  fo r  
middle and top-management p e rso n n e l, ap p ro x im ate ly , t h a t ’ s 
th e —th e  average sco re  i s  about seven ty -tw o . When you t a l k  
" s tan d ard  d e v ia t io n s ,” I  would say , between s ix ty - e ig h t  and
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se v e n ty -fo u r  i s  a normal sc o re . I f  you go above t h a t ,  you 
go tow ard , you ten d  to  be a l i t t l e  more on th e  a u th o r i t a r ia n  
s id e ;  i f  you go below t h a t ,  you ten d  to  be a l i t t l e  more on
th e  dem ocratic s id e .
Now, what does t h i s  mean? W ell, th e  re s e a rc h  has 
p o in te d  ou t th a t  th e  a u th o r i t a r ia n  person  te n d s  to  be le s s  
p e rc e p tiv e  o f th e  environm ent around him. U n fo rtu n a te ly , th e  
a c c o u n ta n t—and, I  say t h i s ,  " u n f o r tu n a te ly ,” we f in d  t h a t ,  
in  my f i e l d ,  p sy c h o lo g is ts  ten d  to  be more dem ocratic th an  
a c c o u n ta n ts . What does t h i s  mean? T his means t h a t ,  i f  one 
te n d s  to  get a h ig h er sc o re , one should  k ind  o f  s i t  back and 
say , ”Am I  being  p e rc e p tiv e  or am I  being  j u s t  r i g i d ;  am I 
th e  type  o f guy th a t  sa y s , "Do i t  my w ay,’ am I  th e  ty p e  o f 
guy te n d in g  to  c a te g o r iz e ,” w h ile , on th e  o th e r  s id e ,  th e  
dem ocratic p e rso n , one has to  say to  h im se lf , "How dem ocratic 
am I ;  am I  look ing  a t  too  many th in g s ;  am I  making—am I 
co n fu sin g  th e  in fo rm a tio n , am I  too  f l e x i b l e , ” a s  th e  ex p re ss io n
goes.
I  would guess t h a t ,  see in g  your hands, th a t  most 
o f you—th a t  th e  average score fo r  t h i s  group p robab ly  i s  
about s e v e n ty -fo u r—s e v e n ty - th re e , s e v e n ty -fo u r—j u s t  a  f e e l in g  
th a t  I  have, so th a t  l e t  me s p e l l  ou t fo r  you ag a in  th a t  what 
I  have t r i e d  to  do t h i s  morning i s  to  g ive you a measure of
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you—a measure of you.
How many o f you f e e l ,  by th e  way, w ith  my b r i e f  
d is c u s s io n , th a t  you te n d —p le a s e , a l l  v o te —you ten d  to  be 
more on th e  dem ocratic s id e ,  more on th e  n o n -a u th o r i ta r ia n
side?
[Show o f  hands by members o f  th e  assem blage]
DR. MARKS: Good! How many o f  you f e e l  th a t  th e re  
i s  a tendency tow ard th e  more—tow ard th e  a u th o r i t a r i a n  s id e?
[Show o f  hands by about an equa l number; la u g h te r ]
DR. MARKS: W ell, you have ju s t  made my in fo rm atio n  
a l i t t l e  more r e l i a b l e ,  from th e  s ix ty  ac co u n ta n ts  th a t  I  have 
measured l a s t  y e a r . Most o f you ten d  to  be a l i t t l e  more on
th e  a u th o r i t a r ia n  s id e .
Now, l e t ’ s work on i t .  What t h i s  means i s  th a t  
th e re  i s  a c o r r e la t io n  between being  a  l i t t l e  r ig id  and no t 
see in g  th e  t o t a l  p ic tu r e ,  and so l e t ’ s th in k  in  term s o f p e r ­
c e p tio n ; l e t ’ s th in k  in  term s o f p e r s o n a l i ty ,  and l e t ’ s 
th in k  in  te rm s of th e  m ajor o b je c t iv e s  a s  a c o n s u l ta n t ,  and 
t h a t ’ s to  g e t r e l i a b l e ,  v a l id  in fo rm a tio n . Thank you. [Ap­
p la u se ]
CHAIRMAN SCHROEDER: Thank you very  much, Dr. Marks. 
Ladies and gentlem en, I ’d l ik e  to  announce th a t  th e re  a re  
some s e a ts  l e f t  on t h i s  s id e  o f th e  room, fo r  th o se  o f  you on
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th e  o u ts id e  who’d l ik e  to  come in .  Our se ss io n  i s  j u s t  f i f t y  
p e rcen t com pleted and we’d l ik e  to  have a l l  o f  you come on
th e  in s id e .  T h ere’ s l o t s  o f  room on t h i s  s id e  o f th e  room.
While th o se  gentlem en a re  coming in ,  I ’d l ik e  to  
a s k , la d ie s  and gentlem en, inasmuch as we a re  a l l ,  o f c o u rse , 
communicative and f r ie n d ly  CPA’ s ,  why don’t  we a l l  s tan d  up 
j u s t  a moment and in tro d u ce  o u rse lv e s  to  our n e ig h b o r, i f  we 
haven’t  a lre a d y  done so? Take a se v e n th -in n in g  s t r e t c h .
[Whereupon th e  m eeting re c e sse d  b r i e f l y . ]
CHAIRMAN SCHROEDER: A ll r i g h t ,  la d ie s  and g e n t le ­
men, i f  you w il l  be s e a te d , p le a se ?  T h a t’ s what we c a l l  an 
in e x p en s iv e , econom ical c o ffe e  break! [L augh ter] I f  I may 
have your a t t e n t io n ,  l a d ie s  and gentlem en, we’d l ik e  to  move 
on. The nex t s e c tio n  o f  our d is c u s s io n  t h i s  morning i s  a 
p an e l d is c u s s io n . We s ta r t e d  o f f  w ith  an in tro d u c t io n  by 
C h a rlie  Crumley; th en  a s p e c ia l  message by Dr. Marks. We 
now s h a l l  proceed to  a panel d isc u s s io n  by our s p e c i a l i s t s  
in  th e  c o n tin u in g , o r in  th e  c o n tin u a tio n  of our a r t  o f con­
s u l t in g .
In  t h i s  p an e l d is c u s s io n  t h i s  morning we’d l ik e  to  
make th e  p o in t th a t  we w il l  be ta lk in g  about c o n s u ltin g  a s  
an a r t ,  o r th e  d is c ip l in e  o f  th e  jo b , and th a t  we w il l  assume 
th a t  th e  te c h n ic a l  competence does e x i s t  on th e  p a r t  o f  each
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c o n s u l ta n t . The f i r s t  message of our panel d is c u s s io n  and
p re s e n ta t io n  w il l  d ea l w ith  how th e  CPA should  be on th e  look ­
out fo r  o p p o r tu n it ie s  to  o f fe r  management s e rv ic e s ,  how your 
p e rso n a l development e n te r s  in to  th e  p ic tu re  and how c e r t a in  
th in k in g  e x e rc is e s  done by you about your c l i e n t s  can r e s u l t  
in  p ro fe s s io n a l  engagements w ithout ev e r s e t t in g  fo o t on your 
c l i e n t s ’ p rem ises—how about th a t !  [L augh ter]
We a re  going to  le a rn  about t h i s  t h i s  m orning,
la d ie s  and gentlem en, from George L. Oh. Mr. Oh i s  th e  P a r t-  
?
n e r o f th e  firm  of C rip k in , P in k ie  and Company in  B everly  H i l l s , 
C a l i f o rn ia .  Mr. Oh i s  in  charge o f th e  f irm ’ s Management S er­
v ic e s  D iv is io n . He i s  a g rad u a te  o f  th e  U n iv e rs ity  o f  South­
e rn  C a l i f o rn ia .  He i s  a Member o f th e  Board o f D ire c to rs
o f th e  C a lifo rn ia  S o c ie ty  o f C e r t i f i e d  P ub lic  A ccountan ts, 
a Member o f th e  American Management A sso c ia tio n  and th e  Sys­
tems and P rocedures A sso c ia tio n . He i s  a lso  a Member o f th e
Committee on Management S e rv ice s  fo r  th e  American I n s t i t u t e
o f C e r t i f i e d  P ub lic  A ccountants and a c o n tr ib u t in g  e d i to r  to
th e  Jo u rn a l o f A ccountancy. Mr. Oh le c tu r e s  o f te n  on v a rio u s
m anagem ent-service and system s s u b je c ts  and he has re p re se n te d
th e  AICPA in  C a lifo rn ia  S o cie ty  c o u rse s  and sem inars in  our
p ro fe s s io n a l - d e v e lo p m e n t  p ro g ram .
I  am very p le ase d  to  p re se n t to  you now, la d ie s  and
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gentlem en, Mr. George L. Oh, who w il l  speak on th e  s u b je c t ,
’’The D iscover o f  Management S e rv ic e s  O p p o r tu n i t ie s .” Mr.
Oh? [A pplause]
MR, GEORGE L. OH [C a l i fo rn ia ;  Member, AICPA Com­
m itte e  on Management S e rv ic e s ] :  I  was q u ite  im pressed by Dr. 
Marks’ p r e s e n ta t io n .  U n fo rtu n a te ly , I  d id n ’ t  b r in g  a t e s t  a long  
w ith  me, so I  w i l l  have to  c a rry  on th e  b es t I  can . Gerry 
Schroeder in d ic a te d  th a t  I  would be speaking  on th e  su b je c t 
o f  ’’The D iscovery o f Management S e rv ic e s  O p p o r tu n i t ie s .” I f  
b u sin ess  s t a t i s t i c s  and p e rso n a l o b se rv a tio n s  a re  any in d ic a ­
t io n ,  I  don’ t  b e lie v e  th a t  th e re  a re  any p r a c t i c a l  l im i t s  to  
m anagem ent-serv ices o p p o r tu n i t ie s ;  th e r e f o r e ,  I  don’ t  b e lie v e  
th a t  i t  i s  a problem  o f  d isc o v e ry . I  b e lie v e  i t ’ s more a 
problem  o f r e c o g n itio n .
I f  we look a t  th e  b u s in e ss  s t a t i s t i c s ,  fo r  exam ple, 
we f in d  th a t  we have approx im ately  f iv e  m il l io n  b u s in e s se s .
Each y ear th e re  a re  approx im ately  fo u r  to  f iv e  hundred th o u s­
and new b u s in e sse s  and, a s  you know, many o f  th e s e  b u s in e sse s  
can a v a i l  them selves of your management s e rv ic e s .  Each year
th e re  a re  app rox im ate ly  fo u r to  f iv e  hundred thousand b u sin ess
f a i l u r e s .  We wonder how we could  reduce th e  number o f  f a i lu r e s
th ro u g h  e f f e c t iv e  management s e rv ic e s .  A d d itio n a lly , in  th e  
e x i s t in g  b u s in e sse s , th e re  a re  g re a t o p p o r tu n i t ie s  fo r
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management s e rv ic e s ;  e i th e r  a b u s in e ss  i s  growing o r i t ’ s 
no t growing and i t  r e q u ire s  management s e rv ic e s ;  e i th e r  i t ' s 
making money o r lo s in g  money; e i th e r  th e re  i s  a change in  
management o r  e x i s t in g  management i s  no t changing. We have
o p p o rtu n ity  fo r  management s e rv ic e s .
I f  we now compound th e se  w ith  th e  changes th a t  a re
ta k in g  p la ce  in  term s o f  management, knowledge o f au tom ation  
and new management te c h n iq u e s , and we f u r th e r  compound t h i s  
by th e  changes th a t  a re  ta k in g  p la c e  in  th e  m a rk e t-p la c e , in  
th e  o rg a n iz a tio n  and d ir e c t io n  o f th e  b u s in e ss , i t s e l f ,  I  
th in k  we can see th a t  th e  o p p o r tu n it ie s  fo r  management s e r ­
v ice  a re  a c tu a l ly  u n lim ite d .
In term s o f  my p e rso n a l ex p erien ce  in  our f irm , we
have found th a t  b u s in e sse s  th a t  grow very r a p id ly  a re  e x c e lle n t  
sou rces o f  management s e rv ic e s .  For exam ple, one o f our f a s t ­
e s t-g ro w in g  c l i e n t s  has been an e x c e lle n t  source o f  management- 
s e rv ic e s  engagement fo r  th e  l a s t  s ix  y e a rs . J u s t  t h i s  l a s t  
week th e  c l i e n t  c a l le d  us in  fo r  a q u ick , h a lf -h o u r  rev iew  
of h is  in v en to ry  problem s, and we ended up w ith  a f e a s i b i l i t y  
study  fo r  d a ta  p ro c e ss in g  and an in v e n to ry -c o n tro l study  and 
a d a ta -p ro c e s s in g  study—oh, and a c o s t study!
We a lso  have a s i t u a t i o n ,  fo r  exam ple, o f a b u sin ess  
which has enjoyed a fa v o ra b le  r a te  o f growth and suddenly
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th e  s a le s  have dropped o f f .  R ecen tly  we had an ex p erien ce  
where t h i s  happened. We developed w ith  t h i s  p a r t i c u la r  c l i e n t  
an engagement which, now, we e s tim a te  w il l  run  from th re e  to  
f iv e  y e a rs . A lso , we have had c l i e n t s  down a t  th e  o th e r  end 
of th e  spectrum , c l i e n t s  th a t  have f a i l e d .  For exam ple, in  
t h i s  one p a r t i c u la r  s i t u a t i o n ,  t h i s  p a r t i c u la r  went in to  bank­
ru p tc y  tw ic e . We were invo lved  in  bo th  b a n k ru p tc ie s . [Laugh­
t e r ]  But, th e  b u s in e ss  i s  now making money. [L augh ter]
The i n a b i l i t y  to  d isc o v e r  m anagem ent-services op­
p o r tu n i t i e s  i s  no t because of a la ck  o f m anagem ent-services 
o p p o r tu n i t ie s .  Then, what i s  i t ?  In my o p in io n , th e  reason  
why we have t h i s  i n a b i l i t y ,  p o s s ib ly  some o f u s , i s  n o t— i s  
one of a t t i t u d e  and co n cep ts  r a th e r  th an  te c h n iq u e s  or p ro ­
ce d u re s , I t  i s  my o p in io n  th a t  th e  problem , a g a in , i s  not 
one of d isc o v e ry , no t one of th e  e f f o r t  o f  t r y in g  to  d is c o v e r , 
but i t  i s  a problem  o f re c o g n itio n  o f e x i s t in g  o p p o r tu n i t ie s .
Now, what do I  mean by ’’co n cep t” ? And, I  would 
l ik e  to  dw ell on th e  th re e  concep ts  which I  th in k  a re  th e  
s ig n i f ic a n t  concep ts which w il l  help  you d isc o v e r  o r  re c o g n iz e , 
whichever way you w i l l ,  m anagem ent-services o p p o r tu n i t ie s .
The f i r s t ,  I  b e l ie v e , i s  th e  most im p o rta n t, and 
t h i s  d e a ls  w ith  a t t i t u d e s  and i t  d e a ls  w ith  g o a ls . To me, th e
a t t i t u d e  w ith  whi c h th e  C e r t i f i e d  P u b lic  A ccountants approaches
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management s e rv ic e s  i s  th e  fo u n d a tio n  upon which you e i th e r  
f a i l  or succeed . In  my o p in io n , management s e rv ic e s  should 
be viewed as  a p ro fe s s io n a l  d i s c ip l in e ,  w ith  th e  same r e q u ir e ­
ments fo r  p ro fe s s io n a l  s ta n d a rd s  and p ro fe s s io n a l  competence 
th a t  you expect and develop and v e s t in  your a u d i t in g  and in
your ta x  fu n c tio n s  o f  your b u s in e ss . C asual a t t i t u d e s  cannot
produce p ro fe s s io n a l  engagem ents.
The second d e a ls  w ith  p e r s p e c tiv e . In  te rm s o f  
p e r s p e c tiv e ,  I  th in k  we a l l  have t h i s  problem ; i t ’ s th e  
problem  o f  see in g  th rough  th e  u rg e n t, th e  im m ediate, th e  
d a i ly  problem s to  th e  im p o rta n t, and th e  im portan t co re  i s  
your c l i e n t s ' b u s in e ss . We must develop and r e l a t e  in  term s 
o f  management p e r s p e c tiv e . To s u c c e s s fu lly  reco g n ize  manage­
m e n t-se rv ic e s  o p p o r tu n i t ie s  we must understand  ou r c l i e n t s ' 
b u s in e ss  and t h e i r  b u sin ess  o p e ra t io n s , and t h i s  does not 
mean j u s t  t h e i r  acco u n tin g  and f in a n c ia l  problem s; i t  means 
t h e i r  s a le s ,  t h e i r  p ro d u c tio n  and g en e ra l a d m in is tra t iv e  and 
management problem s, a l s o .
We must have t h i s  management p e rs p e c tiv e  so th a t  
we can see th rough  symptoms to  th e  r e a l  problem s th a t  e x i s t  
in  th e  b u s in e s s . We must a ls o  have t h i s  management p e r s p e c t­
iv e  so t h a t  we can  com m unicate e f f e c t i v e l y  w ith  m anagem ent. 
A nything le s s  th a n  t h i s  to tal-m anagem ent p e rs p e c tiv e  l im i t s
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th e  scope and value o f th e  s e rv ic e s  which you p rov ide  and 
a ls o  l im i t s  your a b i l i t y  to  reco g n ize  m anagem ent-services en­
gagem ents.
T h ird ly —now, in  term s of th e  management p e r s p e c tiv e ,
I  th in k  th e re  i s  a very b as ic  a re a  which I  th in k  i s  very
s ig n i f ic a n t  in  te rm s o f  your a b i l i t y  to  reco g n ize  management- 
s e rv ic e s  engagem ents. In  a u d i t in g ,  our p rim ary  fu n c tio n  i s  
to  v a lid a d a te  and re p o r t  on h i s t o r i c a l  in fo rm a tio n ; in  con­
s u l t i n g ,  our prim ary em phasis i s  no t on th e  p a s t but on th e  
f u tu r e ,  on p r o je c t io n s ,  on p r o b a b i l i t i e s ,  on fu tu re  ev en ts  
and, u n le s s  th e  p r a c t i t i o n e r  can understand  t h i s  d if fe re n c e  
in  tim e p e r s p e c tiv e ,  i t  i s  very  d i f f i c u l t  fo r  him to  a c tu a l ly ,  
p ro fe s s io n a l ly  reco g n ize  h is  m anagem ent-serv ices o p p o r tu n i t ie s .
Management s e rv ic e s  i s  no t a handyman to  r e p a i r  m is­
ta k e s  of th e  p a s t ;  management s e rv ic e s ,  i f  i t ’ s to  be con­
s id e re d  a p ro fe s s io n , i f  i t ’ s to  be m ean ingfu l, i s  th e  fu n c tio n , 
a s  C h a rlie  Crumley in d ic a te d , th e  fu n c tio n  o f a d v is in g  and 
a s s i s t i n g  management in  t h e i r  p la n n in g , o rg a n iz in g  and inno­
v a tiv e  a c t i v i e s .  P o ss ib ly —and, I  o f te n  f in d  t h i s  to  be 
t r u e —t h i s  i s  one o f th e  most d i f f i c u l t  co n cep ts  fo r  acco u n t­
a n ts  to  a c c e p t.
The t h i r d  c o n c e p t i s  com petence  and know ledge. A l­
though Gerry in d ic a te d  th a t  t h i s  must be ex p ec ted , I  would l ik e
251
to  emphasize t h i s  p o in t .  I f  we have th e  p ro p er a t t i t u d e  and 
we have th e  p roper p e r s p e c tiv e , each  f irm , each o f u s , must 
in v e s t tim e and e f f o r t  in  d isc o v e r in g  and develop ing  th e  
m anagem ent-services s k i l l s  and knowledge w ith in  your f irm ; 
u n le s s  you have th e se  s k i l l s  and u n le ss  you have t h i s  know­
le d g e , you w il l  no t be s e n s i t iv e  to  m anagem ent-services prob­
lem s.
O ccasio n a lly  I  have heard C e r t i f i e d  P ub lic  Account­
a n ts  say , ”I  d id n ’t  have th e  tim e or th e  peop le  to  handle th e  
engagem ent, so I  j u s t  ignored  i t , ” and, more o f te n , I  have 
heard c l i e n t s  s t a t e ,  ”I  spoke about t h i s  problem w ith  my CPA, 
but he d id n ’t  do an y th in g  about i t . ” These c l i e n t s  a re  speak­
in g  about our p ro fe s s io n . The con fidence  th a t  th e  p a r tn e r s
and th e  s t a f f  and your c l i e n t  have in  th e  m anagem ent-services
s k i l l s  w ith in  your own firm  i s  th e  most p o s i t iv e  in c e n tiv e  
tow ard develop ing  or d isc o v e r in g  or re c o g n iz in g  management-
s e rv ic e s  engagem ents.
Now, in  term s o f th e  te c h n ic a l p ro ced u res  th a t  we 
go th ro u g h , th a t  we d e r iv e  from th e se  co n c e p ts , I  th in k  th e  
im portan t th in g  i s  th a t  th e  concep ts  a re  a c tu a l ly  p re lim in a ry  
t o ,  and th a t  th e  te c h n ic a l  p ro ced u res  a re  d e riv e d  from th e  
c o n c e p t o f  a t t i t u d e ,  o f  p e r s p e c t iv e  and o f  co m p e ten ce . Now, 
what a re  some o f th e  te c h n ic a l  p rocedu res fo r  dev e lo p in g , th e n ,
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th e  m anagem ent-serv ices engagem ents, i f  we reco g n ize  and 
implement th e  co n cep ts  which I  have ju s t  in d ic a te d ?
I  th in k ,  f i r s t  o f a l l ,  most o f us had p o s s ib ly  a t  
one tim e or an o th e r a ttem p ted  to  fo llo w  th e se  b as ic  p ro ced u res  
and, a s  a r e s u l t ,  I  th in k  th ey  a re  r a th e r  f a m il ia r  to  most o f 
you; however, I  w ill  j u s t  q u ic k ly  go th ro u g h  them and in  th e  
o rd e r o f  im portance, g r a d u a l ly - r is in g  im portance a s  I  p lace  
th e  im portance upon them, th e  means whereby I  b e lie v e  th a t  we 
can develop m anagem ent-serv ices engagem ents.
F i r s t  o f a l l ,  as was in d ic a te d , w ithou t s te p p in g  
in to  th e  c l i e n t ’ s o f f ic e  you can , th rough  making a f in a n c ia l  
s ta tem en t rev iew  and a review  o f th e  a u d i t  r e p o r t ,  develop
some very  s ig n i f ic a n t  symptoms—not problem s; symptoms—as 
th e y  r e l a t e  to  th e  c l i e n t ’ s b u s in e s s , I  know, most o f  u s , a l l  
o f  u s , a re  a c u te ly  aware or a t  l e a s t  we have been t r a in e d  to  
be aware o f cash  flow  in  f in a n c ia l  and cash  problem s. This 
can be th e  b a s is ,  o b v io u s ly , of an extended ty p e  o f  management- 
s e rv ic e s  a c t i v i t y ,  We can go in to  f o re c a s t in g ,  we can go in to  
b udgeting , we can go in to  co s t program s as w ell as  f in a n c ia l  
management s e rv ic e s .  A rev iew  of th e  acco u n ts  r e c e iv a b le  
may in d ic a te  a symptom th rough  th e  fa c t  th a t  we have a h igh  
r a t e  o f  d e lin q u e n c y ;  t h a t  we have p ro b lem s i n  t h e  c r e d i t  and 
c o l le c t io n s ;  we may have problem s in  term s o f acco u n tin g
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c o n tro ls  b u t, a l s o ,  we may have problem s as i t  r e l a t e s  to  
s a le s  p o lic y , s a le s  a c t i v i t i e s ,  p ro d u c tio n  a c t i v i t i e s  o r  
o v e r - a l l  management p o l i c i e s .
An in v e s t ig a t io n  in to  th e  in v e n to ry  s i t u a t io n  may 
in d ic a te  th a t  you have an im balanced in v e n to ry , o r you may 
have ex c ess iv e  in v e n to r ie s  which may have been developed a s  
a r e s u l t  o f  many d i f f e r e n t  c ircu m stan ces  o r s i tu a t io n s  w ith in
th e  b u s in e ss . One o f our i n i t i a l  engagements s t a r t e d  out 
sim ply th ro u g h  a rev iew  o f obvious in v e n to ry —th e  ex cess  in ­
v en to ry  th a t  e x is te d  w ith in  th e  o rg a n iz a tio n ; from t h i s  we 
went in to  p ro d u c tio n  sch ed u lin g , in to  co s t c o n t ro ls ,  in to  
d a ta  p ro c e s s in g , and so f o r th ,  and we a re  s t i l l  working 
on th e  problem .
Now, second ly , I  th in k  p o ss ib ly  th a t  t h i s  i s  a b e t­
t e r  method and a b e t t e r  means fo r  deve lop ing  or d isc o v e r in g  
m anagem ent-services engagem ents—i s  th rough  develop ing  aw are­
n ess  o r  th e  s e n s i t i v i t y  o f  your p a r tn e rs  and o f your s t a f f  
th rough  t r a in i n g ,  th ro u g h  exposure to  m anagem ent-services 
a c t i v i t i e s  and th rough  th e  concept o f what we c a l l  th e  
" o p e ra tio n a l a u d i t . "  T his has , over th e  p e r io d  of tim e , de­
veloped fo r  us very  s ig n i f ic a n t  a u d it  engagem ents, a l l  th e  
way from  a s i t u a t i o n  th e n  w here t h e r e  was a  t w o - g i r l  o f f i c e — a 
tw o -g ir l  o f f ic e  where th e y  handled a c o n s id e ra b le  number o f
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r e a l - e s t a t e  in v estm en ts . In t h i s  p a r t i c u la r  s i t u a t io n  we 
were a b le  to  sw itch  th e  bookkeeping re c o rd s  from manual to  
se rv ic e  bureau , and we e lim in a te d  one g i r l  and about one- 
th i r d  o f th e  expense. A second example would be where th e  
a u d i to r  had in d ic a te d  th a t  management was d i s s a t i s f i e d  w ith  
th e  m anagem ent-reporting  program . From t h i s ,  a g a in , we de­
veloped and a re  p re s e n tly  in  th e  p ro cess  o f co n tin u in g  a 
b roader and more expensive m anagem ent-services engagement.
Now, f i n a l l y ,  and I  th in k  t h i s  i s  p o ss ib ly  th e  most 
rem unera tive  and most rew ard ing  source o f m anagem ent-service
engagem ents—t h i s  i s  in  your d i r e c t  r e la t io n s h ip  w ith  your 
c l i e n t .  I f  you a re  aware o f  and i f  you a re  s e n s i t iv e  to  th e  
problem s of your c l i e n t ,  i f  you look th ro u g h  th e  u rg en t and 
look  to  th e  im p o rta n t, you w il l  be s e n s i t iv e  to  th e  f a c t  th a t  
th e  c l i e n t  has innum erable problem s and, i f  he i s  aware o f  th e  
f a c t  th a t  you a re  s e n s i t iv e  and th a t  you have an u n d erstan d in g  
fo r  h is  problem s, you w il l  f in d , im m edia tely , t h i s  t h i s  i s  a 
very rem unera tive  source o f m anagem ent-services engagem ents.
F in a l ly ,  we a l l  have th e  c l i e n t  th a t  comes to  us 
and say s , ’’Why haven’t  you p rov ided  us t h i s  se rv ic e ?  I f  you 
don’t  g ive me t h i s  s e rv ic e  we a re  going to  f in d  someone who 
w i l l . ” E s s e n t i a l l y ,  in  c o n c lu s io n ,  what I  am sa y in g  i s  t h a t ,  
i f  you u n d erstan d , i f  you a re  aware of th e  concept and i f  you
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b e lie v e  in  th e  concept and implement i t  w ith in  your own o rg a n i­
z a t io n ,  th a t  you can d isc o v e r  and develop su c c e s s fu l management 
s e rv ic e s  engagem ents; however, we must be aware th a t  d isc o v ­
e r in g  o r rec o g n iz in g  m anagem ent-serv ices engagements cannot 
be done in  a vacuum o f a u d i t ,  o f  c h e c k - l i s t s ,  o f e x h o r ta t io n s ;  
i t  can on ly  be accom plished th ro u g h  a management s e l f  s e rv ic e ,  
and t h i s  r e q u ir e s  an u n d erstan d in g  and aw areness o f  th e  con­
cep t and a ls o  th e  management concep ts  o f  p lan n in g  and o rg a n i­
z in g  and c o n t ro l l in g  w ith in  your own o rg a n iz a t io n . Thank you. 
[A pplause]
CHAIRMAN SCHROEDER: Thank you very much, George.
Can you hear me out th e re ?
[N egative resp o n ses  from th e  assem b lag e .]
CHAIRMAN SCHROEDER: L adies and gentlem en, I ’d
l ik e  to  in te r r u p t  fo r  j u s t  a moment to  en q u ire  i f  P ro fe sso r  
?
W alter P ra z ie  I s  in  th e  room— P ro fe sso r  P ra z ie  i s  needed im­
m ed ia te ly  a t  th e  AICPA H ead q u arte rs .
Thank you very much, George. And, now th a t  we now 
know a l l  about d isc o v e r in g  our o p p o r tu n it ie s  in  management 
s e rv ic e s ,  we’d l ik e  to  proceed to  th e  nex t se s s io n  o f t h i s  
panel p re s e n ta t io n  which w il l  be a rev iew  o f how to  m o tivate
th e  c l i e n t  to  c o r r e c t  th e  s i t u a t io n  once i t  has been d i s ­
covered , and i t  w il l  be re v e a le d  to  us t h i s  morning by Jo rdan
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G olding, who i s  a P a r tn e r  in  th e  accountancy firm  o f G olding, 
Golding and Company here in  B oston, M assach u se tts , A n a tiv e  
B oston ian , he re ce iv ed  h is  AB Degree from H arvard C ollege 
and h is  MBA Degree from th e  Harvard G raduate School o f  B usi­
n e s s . He i s  a Member o f  th e  Committee on Management S e rv ice s
o f  th e  I n s ti t u t e  but he i s  a ls o  th e  Chairman o f th e  Management
S e rv ic e s  Committee o f  th e  M assachusetts  S o c ie ty  o f C e r t i f ie d
P ub lic  A ccountan ts . He i s  th e  au th o r  o f v a r io u s  a r t i c l e s  on
ac co u n tin g  s u b je c ts ,  and I ’d l ik e  to  p re se n t to  you now 
Mr. Jordan  Golding who w il l  speak to  us on th e  s u b je c t ,  "S e l­
l in g  th e  C lie n t on th e  Need fo r  A s s is ta n c e .”
MR. JORDAN L. GOLDING [B oston , M assach u se tts ; Member, 
AICPA Committee on Management S e rv ic e s ] :  I th in k  George has 
done an e x c e lle n t  jo b  in  a l e r t i n g  us to  th e  r e la t io n s h ip  be­
tween re c o g n itio n  of MS o p p o r tu n it ie s  and th e  need fo r  s e n s i­
t i v i t y  on th e  p a r t  o f  th e  C e r t i f i e d  P ub lic  A ccountant w ith  
re g a rd  to  h is  c l i e n t s .  Once having reco g n ized  th e  o p p o rtu n ity  
or need fo r  an MS engagem ent, th e  acco u n tan t i s  th e n  faced  w ith  
th e  problem  o f s e l l in g  th e  c l i e n t  on th e  a d v i s a b i l i ty  o f  
u t i l i z i n g  th e  CPA’ s a s s is ta n c e  in  t h i s  m a tte r . For purposes 
o f t h i s ,  we w i l l  assume th e  need reco g n ized  by th e  accoun tan t 
i s  a v a l id  one and th a t  th e  acco u n tan t i s  f u l ly  q u a l i f ie d  to  
undertake th e  engagement w ith  re s p e c t to  th e  p a r t i c u l a r  su b je c t
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m a tte r .
I f  we assume th a t  a company’ s m ajor reaso n  fo r  e x i s t ­
ence i s  to  ea rn  a p r o f i t ,  th en  i t  should be a very easy  ta s k  
to  s e l l  a MS engagement, p rov ided  th a t  th e  CPA can dem onstrate 
th a t  h is  s e rv ic e s  w ill  lead  to  improved e a rn in g s  fo r  th e  com­
p a n y . But, as  we a l l  know, t h i s  i s  no t always th e  c a se , and 
I  b e lie v e  th e re  a re  th re e  o th e r  elem ents b e s id e s  th e  p r o f i t
m otive th a t  must be tak en  in to  c o n s id e ra tio n  in  s e l l in g  an
MS engagement.
The f i r s t  and , in  my o p in io n , th e  most im portan t 
f a c to r  i s  th e  c l i e n t ,  h im se lf—and by a c l i e n t ,  I r e f e r  to  
th a t  person  o r group o f  persons who w il l  be making th e  d e c is io n
on whether or no t to  accep t th e  a c c o u n ta n t’ s p ro p o sa l. In 
many In s ta n c e s  t h i s  w il l  be th e  p re s id e n t o r c h ie f  ex e cu tiv e  
o f f i c e r ;  in  o th e r  c a se s  i t  w i l l  be su b je c t to  a com mittee 
vo te  b u t, in  any e v e n t, th e  C e r t i f i e d  P ub lic  A ccountant 
must f i r s t  know who i s  going to  make th e  u ltim a te  d e c is io n . 
Having d efin ed  th e  person  o r group to  be s o ld , th e  nex t m ajor 
q u e s tio n  i s  to  determ ine w hether he o r th e y  have a p o s i t iv e  
o r n e g a tiv e  o r ie n ta t io n  tow ard change. A p o s i t iv e - o r ie n te d  
management i s  g e n e ra lly  c r e a t iv e  in  approach and reaso n ab ly  
r e c e p t i v e  to  any  id e a s  d i r e c t e d  to w a rd  s t r e n g th e n in g  th e
b u s in e s s . T his does not mean to  d e f in e  a p o s i t iv e  management
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a s  one th a t  w il l  accep t any su g g estio n  w hatsoever, but th o se  
th a t  a re  w ill in g  to  c o n s id e r new id e a s  o r concep ts d ir e c te d
tow ard s tre n g th e n in g  p r o f i t .
On th e  o th e r  hand, we have n e g a tiv e -o r ie n te d  
management, and maybe Dr. Marks would r e la b e l  t h i s  a s  c l i e n t s  
th a t  a re  "p e rc e p tu a lly  d e f e n s iv e ,” o r som ething o f t h i s  
n a tu re . This group, I th in k ,  can be reco g n ized  by common 
r e p l i e s ,  such as  ”That may be t r u e ,  but i t ’ s no t a p p l ic a b le  
to  our company,” o r ”I  th in k  i t ’ s a g re a t id e a , but my p a r tn e r  
w il l  n ev er go a long  w ith  i t , ” o r "This may work, but l e t ’ s 
t r y  i t  n ex t y e a r .”
These p eo p le , e s s e n t i a l l y ,  e i t h e r  a l i b i  o r r a t i o n a l ­
iz e -o u t any c re a t iv e  su g g e s tio n  d ir e c te d  tow ard change. I
th in k  th e  C e r t i f ie d  Public A ccountant must c o n s ta n tly  be
aware o f th e  trem endous em otional im pact th a t  th e  su g g e s tio n
o f change, i t s e l f ,  has on th e  management s i t u a t i o n .  P ro fe s -  
?
so r Maslow s ta te d  i t  very  a c c u ra te ly  in  h is  book e n t i t l e d
9
"Eupsychian Management,” when he w ro te , "Everybody lo v e s  change 
and everybody f e a r s  c h a n g e ,” and I  propose th a t  one su c c e s s fu l 
approach to  th e  n e g a t iv e ly -o r ie n te d  management i s  th a t  of 
s t r e s s in g  th e  n e g a tiv e . By t h i s ,  I  suggest th a t  i t ’ s im portan t 
t o  s p e l l  o u t  i n  v iv id  te rm s  t h e  n e t ,  a d v e r s e ,  lo n g  and  s h o r t -  
range e f f e c t s  o f  m a in ta in in g  th e  s ta tu s  quo w hile ig n o rin g
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th e  changing en v iro nment o f th e  b u s in e ss  community.
O ften , n e g a tiv e -o r ie n te d  management i s  q u ite  
f e a r - o r ie n te d  and , by d e s c r ib in g  th e  w orst p o s s ib le  e f f e c t  
o f n o n -a c tio n , management can o f te n  be made to  reco g n ize  th e  
need fo r  some s o r t  o f p o s i t iv e  program o f  a c t io n .  O bviously , 
th e  CPA cannot base h is  e n t i r e  p re s e n ta t io n  on f e a r  psychology; 
however, i f  th e  c l i e n t  i s  f e a r - o r ie n te d ,  th en  th e  i n i t i a l  
p o r tio n  o f th e  p re s e n ta t io n  can be devoted to  th e  impact o f
what c o n tin u a tio n  o f th e  s ta tu s  quo w il l  mean to  th e  concern .
At th e  p o in t where th e  c l i e n t  w i l l  ten d  to  become re c e p tiv e  
to  su g g e s tio n s , th en  p re s c r ib e  a p o s i t iv e  cou rse  of a c tio n  
designed  to  help  th e  s i t u a t io n .
I  want to  make c le a r  th a t  n e g a tiv e  management, 
or n e g a tiv e -o r ie n te d  management, does no t n e c e s s a r i ly  imply 
th o se  invo lved  in  lo s s  o r  lo s in g  c o rp o ra tio n s ;  su c c e s s fu l
com panies have men a t  th e  to p  who have b u i l t  th e  b u s in e ss  
by v i r tu e  o f t h e i r  r i g i d  adherence to  t h e i r  own o b je c t iv e s .
They may r e s e n t in frin g em en t on what th e y  c o n s id e r  to  be th e  
on ly  c o r re c t  course  tow ard p r o f i t a b i l i t y .
The second f a c to r  in  s e l l in g  an MS engagement i s
th e  b u s in e ss  c lim a te  o f  th e  company—by th a t  I  mean, w hether 
th e  company i s  on a growth o r non-grow th s i t u a t io n .  I  d e f in e  
a non-grow th company as one which i s  e i t h e r  on th e  d e c lin e  or
260
has been on a s t a t i c  p la te a u  fo r  a p e rio d  o f  y e a rs , and I  
th in k  i t  should be somewhat ap p a ren t th a t  th e  problem s of 
s e l l in g  a growth company a re  su b je c t to  s u b s ta n t ia l ly  d i f f e r ­
en t c o n s id e ra tio n s  th an  i f  th e  c l i e n t  i s  a non-grow th concern .
The su b je c t m a tte r  o f  th e  engagem ent, i t s e l f ,  can 
be a t h i rd f a c to r  in  s e l l in g .  In  most in s ta n c e s ,  c o s t system s, 
budget program s, d ay -to -d ay  p ro c e ss in g  o r p r ic in g  a n a ly s is  
a re  m utual e lem ents and th e re fo r e  a re  no t o f  any s ig n i f ic a n c e ,  
p e r se , in  s e l l in g  th e  engagement; in  some c a se s , however, 
th e  p a r t i c u la r  su b je c t m a tte r  may have a p o s i t iv e  o r n e g a tiv e
fo rce  a tta c h e d  to  i t  which must be recogn ized  by th e  CPA.
For exam ple, some c l i e n t s  may have a p o s i t iv e  or n e g a tiv e  
pre-engagem ent in c l in a t io n  to  d a ta  p ro c e s s in g . How does t h i s  
happen? The c l i e n t  may have heard o f an o th e r company in  th e  
same in d u s try  which has f a i l e d  in  i t s  EDP i n s t a l l a t i o n ;  he 
th e re fo re  assumes a n e g a tiv e  a t t i t u d e ,  once th e  su b je c t o f  
EDP has been broached. On th e  o th e r  hand, you may have a 
c l i e n t  p o s i t iv e ly  o r ie n te d  to  th e  su b je c t m a tte r  o f  d a ta  
p ro c e s s in g , i f  fo r  no o th e r  reaso n  th a n  th e  s ta tu s  symbol 
e f f e c t  o f being  a b le  to  t e l l  th o se  back a t  th e  g o lf  course
he now has a com puter.
To t h e  e x te n t  a  p r o p o s a l  c o n ta in s  th e s e  e le m e n ts ,  
th ey  must be co n s id e red . To re c a p , th u s  f a r ,  we have a s  th e  
th re e  m ajor f a c to r s ,  a s  I  s a id —p r o f i t ,  which causes th e
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c l ie n t  to  a c t ,  number one; th e  make-up o f th e  c l i e n t ;  i s  
he p o s i t iv e  or n e g a tiv e  to  a su g g estio n  o f change, number 
two. N ext, th e  b u sin ess  environm ent o f th e  company; i s  i t  
growth o r non-grow th and, t h i r d l y ,  th e  su b je c t o f th e  engage­
ment; does i t  have e x tra o rd in a ry  s ig n i f ic a n c e ,  in  i t s e l f .
Having d efin ed  th e  v a rio u s  elem ents th a t  go in to  
s e l l i n g ,  l e t ’ s now t r y  to  ta k e  some co n c re te  examples o f  th e  
in te rp la y  o f th e  d i f f e r e n t  f a c to r s  and t h e i r  s ig n if ic a n c e  to  
th e  CPA. F i r s t ,  l e t ’ s look a t  a company which has been sus­
ta in in g  lo s s e s  fo r  s e v e ra l y e a rs  and which, fo r  purposes o f 
th e  p rev io u s  d e f in i t io n s ,  i s  o b v iously  ’’n o n -g ro w th .” The 
management i s  n e g a tiv e ly  o r ie n te d  and th ey  a re  q u ite  s k i l l e d  
in  t h e i r  r a t io n a l i z a t i o n  as  to  why su g g e s tio n s  o f c o r r e c t iv e
a c tio n  a re  no t a p p lic a b le  to  t h e i r  company. In t h i s  case  th e
c l i e n t  was a m u lti-b ra n c h  d i s t r ib u t io n  o p e ra t io n . The CPA
was a tte m p tin g  to  s e l l  a MS engagement to  an a ly ze  th e  p r o f i t ­
a b i l i t y  o f  each branch. The o b je c tiv e  was to  determ ine th e  
d e s i r a b i l i t y  o f  c lo s in g  c e r ta in  w arehouses and c o n s o lid a t in g  
th e  o p e ra tio n  in  a program o f re tren c h m en t, and here th e  
em otions su rround ing  j u s t  th e  concept o f  c o n tra c t io n  was o f 
g re a t im portance as  f a r  a s  th e  c l i e n t  was concerned .
The c l i e n t ’ s a c c o u n ta n ts ,  know ing f u l l  w e ll  th e y  
were fa c in g  a n e g a tiv e  c lim a te  in  a l l  th re e  s e l l in g  f a c to r s ,
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decided  to  ta k e  th e  n e g a tiv e  approach . They summarized in  
w r i t te n  p re s e n ta t io n  th e  re c e n t h is to ry  o f  th e  company and 
th e  cum ulative e f f e c t  o f th e  o p e ra tin g  lo s s e s .  They a ls o  
p ro je c te d  th e  f u r th e r  impact o f  lo s s e s ,  based on a l l  e x is t in g  
f a c to r s  rem ain ing  c o n s ta n t.  In  t h i s  case  th e  CPA was su c c e ss ­
f u l  in  s e l l in g  th e  engagement because th e  p re s e n ta t io n  o f th e  
cum ulative  d e f i c i t  had g re a t im pact on management. S ure , 
th e  c l i e n t  was aware o f th e  problem  o f th e  lo s s e s ,  but never 
befo re  had th e  re a d in g  been summarized in  such form th a t  th e
d is a s tro u s  e f f e c t  o f  any a d d i t io n a l  lo s s e s  was q u ite  c l e a r .
At t h i s  p o in t th e  c l i e n t  r e a l iz e d  th a t  they  could  no lo n g e r 
a f fo rd  to  bypass c o r r e c t iv e  a c t io n ,  o r  d i s a s te r  was im m inent.
The study was u n d ertak en ; th e  subsequent r e s u l t  
was th a t  some branches were c lo se d ; th e  company was a b le  to
re tu rn  a modest p r o f i t  in  th e  succeed ing  y ea r.
Another case h is to ry  concerns a company which was
growing a t  an ex trem ely  ra p id  r a t e —th e  amount o f paperwork a t
an even f a s t e r  r a t e .  The acco u n tan t fo r  th e  firm  reco g n ized
a very  d e f in i t e  need fo r  a d a ta - p r o c e s s in g - f e a s ib i l i ty  s tu d y . 
H ere, th e  management had a very  p o s i t iv e  o r ie n ta t io n  toward 
change, and t h i s  i s  dem onstrated  by th e  growth o f  th e  company. 
But, a s  f a r  a s  change w ith  r e g a r d  to  o f f ic e  equipm ent/procedure 
th e  management ten d en cy , h e re , was n e g a tiv e . The c l i e n t
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enjoyed h is  su ccess because o f h is  approach and h is  a t t i t u d e  
tow ard change, b u t,  h e re , he was f e a r f u l  th a t  any m ajor up­
heaval o f  p rocedu res w ith in  th e  company would be a p t to  u p se t
th e  growth p a t te r n .  He was w il l in g  to  pay th e  p e n a lty  in
in e f f i c i e n c i e s  r a th e r  th an  go th ro u g h  th e  u n c e r ta in  exposure
to  chaos a t  a tim e when a dynamic growth p re se n te d  i t s  own 
problem s from th e  s tan d  p o in t of p h y s ic a l p ro d u c tio n .
The CPA, however, r e a l iz e d  t h a t ,  w ithou t some added 
e f f ic ie n c y  to  th e  flow  of p ap e r, th e  r e la t io n s h ip  between 
production and s a le s  was ap t to  be p e n a liz e d  w ith  th e  r e s u l t in g
ad v erse  e f f e c t  on th e  growth of th e  company. The m ajor f a c to r
co n sid ered  in  s e l l in g  th e  f e a s i b i l i t y  study was one o f f u l ly  
a p p re c ia t in g  th e  c l i e n t ’ s ap p reh en sio n s . The CPA’ s p re s e n ta ­
t io n  reco g n ized  th e  f e a r s  of th e  c l i e n t  and p o in te d  out how 
th e  su c c e s s fu l EDP i n s t a l l a t i o n  would run  p a r a l l e l  to  th e  o ld  
system  fo r  a l im ite d  p e rio d  o f tim e . The p re s e n ta t io n  a lso  
se t f o r th  o th e r  sa fe g u a rd s , to g e th e r  w ith  rea so n s  why a 
g r e a te r  r i s k  might be run by no t c o n s id e r in g  th e  study  a t  t h i s
tim e .
The c l i e n t  was se t a t  ease  by th e  concept up runn ing  
p a r a l l e l  but was r e a l ly  so ld  by th e  a n a ly s is  o f  th e  probab ly  
e f f e c t  th a t  not au tom ating  would have on h is  a b i l i t y  to  
p h y s ic a lly  se rv ic e  custom ers. He ag reed  to  th e  study  and
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u lt im a te ly  in s t a l l e d  EDP equipm ent.
Time does not perm it examples o f a l l  th e  v a r io u s
com binations o f  p lu s  and minus f a c to r s  th a t  e n te r  in to  th e  
s e l l in g  engagem ent, but I  do hope th a t  th e  c a se s  a lre a d y  c i te d  
w il l  g ive some in s ig h t  a s  to  how to  approach v a r io u s  c l i e n t
s i t u a t io n s .
Before c lo s in g , I  would l ik e  to  say th a t  th e  
manner o f p re s e n ta t io n  i s  a lso  o f  prime concern in  s e l l in g  
engagem ents. The sm a lle r p r a c t i t i o n e r  o f te n  i s  in c l in e d  
to  ta k e  an o ra l  approach because of h is  c lo s e r  r e la t io n s h ip  
w ith  th e  c l i e n t .  The w r i t te n  p r e s e n ta t io n ,  however, has th e  
e f f e c t  o f con tinued  im pact, even a f t e r  th e  CPA has l e f t  th e  
c l i e n t ’ s p rem ises , and one which a f fo rd s  th e  c l i e n t  adequate 
o p p o rtu n ity  fo r  review  o f s u b je c ts  proposed by th e  CPA. I t  
a lso  se rv e s  a s  a guide for subsequent r e a p p ra is a l  a s  to  th e  de­
f i n i t i o n  of th e  problem s and com plete u n d erstan d in g  a s  to
what in  f a c t  was to  be in c lu d ed  in  th e  engagem ent.
S e l l in g  management s e rv ic e s  r e q u ir e s  much o f  th e  
same s k i l l s ,  c r e a t iv i t y  and u n d ers tan d in g  a s  does th e  p e r ­
formance o f th e  engagem ent, i t s e l f .  The CPA who does no t 
use h is  ta le n t in  s e l l in g  i s  f o o l is h ly  bypassing  th e  same type  
o f b u sin ess  o p p o rtu n ity  he would n ever perm it a c l i e n t  to  
do. Thank you. [A pplause]
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CHAIRMAN SCHROEDER: Thank you very much, Mr. Gold­
in g . Can you hear me, now? L adies and gentlem en, I  w il l  j u s t  
move on from here because th e  th i r d  s e c tio n  o f our pane l d i s ­
cu ss io n  has to  d e a l ,  now, w ith  th e  th in g s  which cause people 
w ith in  th e  c l i e n t  o rg a n iz a tio n  to  r e s i s t  change, and th e
means th a t  th e  c o n s u lta n t can use to  overcome them. We a re
going to  c a l l  back C h a rlie  Crumley to  speak b r i e f ly ,  now, to
you on th e  su b je c t o f hand ling  c l i e n t  r e s i s ta n c e .
MR. CRUMLEY: There i s  a p sy c h o lo g ica l c l ic h e  th a t
summarizes th e  problem s o f  r e s is ta n c e  to  change— th a t  man i s
a c re a tu re  o f h a b i t ;  c o n s ta n tly  he seeks to  m a in ta in  th e  
s ta tu s  quo; f u r th e r ,  th a t  man i s  co m fo rtab le  doing th o se  
th in g s  he knows and u n d ers tan d s  and doing them in  an en v iro n ­
ment he has come to  accep t and which environm ent has come to  
accep t him. Or, to  s t a t e  i t  a l i t t l e  d i f f e r e n t ly ,  h is  com fort 
i s  a fu n c tio n  o f th e  s ta tu s  quo.
Management s e rv ic e s ,  by i t s  b as ic  n a tu re , in v o lv e s  
c r e a t in g  change, and i t ’ s e x a c tly  t h i s  com fort o r s ta tu s  quo 
th a t  we a re  c o n s ta n tly  seek ing  to  m odify. B ut, i f  someone in  
th e  c l i e n t ’ s o rg a n iz a tio n  d id n ’t  want some kind o f  change and, 
h o p e fu lly , some improvement, we wouldn’t  be in  th e re  in  th e  
f i r s t  p la c e . Thus, I  th in k  i t ’ s in e v i ta b le  t h a t ,  a s  CPA con­
s u l t a n t s ,  when we a re  c a l le d  in  by our c l i e n t s  to  help  them
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make some kind o f change, th a t  som eplace, somehow along  th e  
l i n e ,  we a re  going to  run  in to  some r e s is ta n c e  to  th e  work 
we were cu t ou t to  do; somebody, somewhere, w il l  be on s ta tu s  
quo, and he i s  going to  s t a r t  f ig h t in g  you a t  th e  e a r l i e s t  
and a t  every  p o s s ib le  o p p o r tu n ity . I t  ta k e s  a m ighty m ature
p erso n , wise in  th e  ways o f  c o n s u lt in g , to  no t o v e rre a c t to  
th e  c r i t i c i s m s ,  th e  sharp sh o o tin g , roadb locks and many o th e r  
o b s ta c le s  th a t  can be p laced  in  th e  way o f th e  CPA’ s e f f o r t ,  
and i t ’ s aw fu lly  i n t e r e s t i n g  to  see j u s t  what some o f  th e se  
can be. They a re  very in n o v a tiv e .
I t  could  be, some o f th e se  n e g a tiv e s  a re  w arran ted ; 
th e n , a g a in , th ey  may not be. As a c o n s u l ta n t ,  you must p lay  
i t  aw fu lly  calm and c o o l , to  know where a te c h n ic a l  e r r o r  
has been committed or whether i t ’ s m erely th e  ogre of r e s i s t ­
ance showing i t s  ugly head. Don’t  fo o l y o u r s e lf—e i th e r  one 
of them, a te c h n ic a l  e r r o r  o r u n reso lv ed  r e s is ta n c e  to  change 
can be e q u a lly  f a t a l  to  th e  jo b . P robably th e  b e s t way of 
p re c lu d in g  or m inim izing r e s is ta n c e  i s  by having th e  jo b  p ro ­
p e r ly  sponsored in  th e  c l i e n t  o rg a n iz a tio n  a t  th e  o u ts e t .
As a g e n e ra l th in g ,  th e  h ig h e r you can get your sponsorsh ip  
in  th e  c l i e n t ,  th e  b e t t e r  o f f  you a r e  l i a b le  to  be.
Assum e, f o r  exam p le , t h a t  you have been a sk e d  by 
a co m p tro lle r  to  come in  and i n s t a l l  a computer in  th e
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con cep tu a l des ig n  s ta g e ; i t ’ s decided  i t  would make a l o t  o f 
sense to  in c lu d e  in v en to ry  c o n t r o l . The p ro d u c tio n  and inven ­
to r y - c o n tr o l  manager, though , p robab ly  doesn ’t  work w ith  th e  
co m p tro lle r  and f e e l s  he should have som ething to  say about 
t h i s ,  maybe in c lu d in g  som ething a s  b as ic  a s  "Get out and s ta y
o u t ! ”
He might l e t  you in  b u t, even th e n , th e  chances o f 
your being  a b le  to  a c t  a s  an e f f e c t iv e  a d v iso r  a re  f a i r l y  
rem ote. A fte r  a l l ,  he d id n ’t  in v i te  you in ;  you a re  th e r e ,  
p o s s ib ly , a s  an  in te r lo p e r  in  th e  back o f  h is  mind; f u r th e r ,  
he may not be convinced a t  a l l  th a t  any type  of change i s
n e c e ssa ry . I t  may be j u s t  a m a tte r  of c o u r te sy .
E ffe c tiv e  c o n s u ltin g  r e q u ir e s  th a t  an environm ent 
fo r  change be c re a te d , and I  th in k ,  in  t h i s  p a r t i c u la r ly  
c a se , i t  c e r ta in ly  would not be. So, go in  under th e  a u sp ic e s  
o f th e  h ig h e s t p o s s ib le  a u th o r i ty  you can in  th e  o rg a n iz a tio n , 
i f  p o s s ib le  on th e  p r e s id e n t ia l  l e v e l ,  not on ly  so you can 
c ro s s  o rg a n iz a tio n a l l i n e s  to  ge t th e  b es t te c h n ic a l  s o lu t io n
to  your problem but a ls o  to  put a l l  th e  peop le  down th e  l in e  
in  th e  p o s i t io n  o f e i th e r  having to  go a g a in s t  th e  p o l ic ie s  
o r th o u g h ts  o f t h e i r  su p e r io rs  o r go a lo n g —t h i s ,  to  c r e a te  
an  e n v iro n m en t would would be am enab le  to  c h a n g e . B u t, ev en  
th e n , th e r e  i s  very  l ik e ly  to  be some r e s is ta n c e  and we need
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to  know how to  a n t ic ip a te  i t ,  to  id e n t i f y  and overcome th e  
fe a r  in  o rd e r to  have any r e a l  ach ievem ent. B ut, re c o g n iz in g  
th a t  th e re  w i l l  be some r e s i s ta n c e ,  we a re  forearm ed, and 
d e a lin g  w ith  i t  i s  what makes c o n s u ltin g  c o n s u lt in g .
One o f  th e  key a t t r i b u t e s  o f a c o n s u lta n t in  p a r t i ­
c ip a t io n  and re c o g n itio n  o f r e s is ta n c e  i s  c a p tu re  in  th e  
words, "being a w a re ,” being aware o f th e  in d iv id u a ls  in  th e  
c l i e n t  o rg a n iz a tio n  th a t  a re  invo lved  and t h e i r  v a r io u s  p e r­
s o n a l i t i e s ,  being aware o f th e  company’ s environm ent and i t s  
c a p a c ity  fo r  change, and being aware o f th e  many and v a r ie d  
im pacts o f  th a t  which you a re  about to  i n s t a l l  o r do to  them. 
There a re  no r u le s  on how to  be aw are, but some of th e  th in g s  
th a t  su c c e s s fu l c o n s u lta n ts  do could be of i n t e r e s t  to  you.
For example, as a very  f i r s t  s te p , a good c o n s u lta n t 
would s i t  back and j u s t  th in k  abou t h is  c l i e n t ’ s s i t u a t io n .  
What i s  th e  g en e ra l r e c e p t iv i ty  l ik e ly  to  be to  w hatever i t  
i s  th a t  he i s  being asked to  do? Let me g ive an i l l u s t r a t i o n .
Say th a t  you a re  asked by a c l i e n t  to  go out to  one 
o f t h e i r  d iv is io n s  to  develop and in s t a l l  a program of work 
measurem ent, a program of p ro d u c tio n  tim e s ta n d a rd s . The 
d iv is io n  i s  an o ld  one; th e  people a re  o ld - t im e rs .  The p rod­
u c t i s  an o ld  one in  a d e c lin in g  m arket, p o s s ib ly . The eq u ip ­
ment i s  even o ld e r  th an  th e  people and th e  p ro d u c t, and th e re
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i s  a union in v o lv ed . What kind o f r e c e p t iv i t y  would you ex­
p ec t?  T his i s  a r e a l - l i f e  s i t u a t io n ,  in c id e n ta l ly .
In  t h i s  p a r t i c u la r  s i tu a t io n  th e  c o n s u lta n t was 
welcomed w ith  open arm s. The g r e a te s t  fe a r  th e  people a t  
th e  d iv is io n  had was th a t  th e  p la n t was going to  be shut down, 
and th e  c o n s u lta n t being sen t out to  them by t h e i r  ex e cu tiv e
o f f ic e  was th e  f i r s t  in d ic a t io n  th e y ’d had in  a heck o f a long
tim e , th e re  was any in te n t io n  to  do o th e rw ise . They were
d e l ig h te d .
B ut, in  a n o th e r  d iv is io n  o f  th a t  same company, 
where a lth o u g h  th e  c o n su lta n t was sen t in  to  do th e  same type 
o f a program , t h i s  was a horse o f a d i f f e r e n t  c o lo r .  I t  was 
a new p la n t ,  new equipm ent, new p eo p le , new p ro d u c ts , and so 
f o r th .  The c l i e n t  had ju s t  made a m ajor economic commitment 
in  t h i s  new lo c a le  and th e  power was in  th e  lo c a l  p e o p le ’ s 
hands. R e s is tan ce ?  There c e r t a in ly  was! But, both  o f th e se  
s i tu a t io n s  were d iagnosed in  advance by th e  re s p e c tiv e  con­
s u l t a n t s  and th ey  had a p h ilo so p h y , an approach l a id  out long 
b efo re  they  went in  and ev er se t fo o t in  th e  o rg a n iz a tio n .
I t ’ s q u ite  im p o rta n t, I  th in k ,  to  th in k  ahead a s  
to  what th e  r e c e p t iv i ty  i s  l i k e ly  to  be, because t h i s  g iv es  
you an  o p p o r tu n i ty  to  d e v e lo p  an  a p p r o p r i a t e ,  b a s ic  s t r a t e g y  
to  cope w ith  r e s i s ta n c e ,  in  advance.
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Another th in g  th a t  c o n s u lta n ts  can do in  advance 
i s  to  t r y  to  th in k  th rough  who th e  lo s e r s  a re  l ik e ly  to  be.
In  change, th e re  a re  lo s e r s ,  sometimes r e a l ,  sometimes im agin­
a ry , a s  w ell a s  th o se  th a t  presum ably a re  th e  w inners—a g a in , 
sometimes r e a l ,  sometimes im aginary . B ut, i t ’ s th e  lo s e r s  th a t  
w il l  be th e  r e s i s t e r s .  But, a g a in , being  forew arned i s  being 
forearm ed. You know where th e  p o te n t ia l  r e s is ta n c e  p o in ts  a re
l ik e ly  to  be, what d i r e c t io n  i t ’ s l ik e ly  to  come from, and 
you can be p rep a red , in  advance.
Once on th e  c l i e n t ’ s scene, however, good c o n s u lta n ts  
co n tin u e  to  be on th e  lookout fo r  symptoms o f  r e s i s ta n c e .
This can v ary —an y th in g  from a f lu sh e d  face  to  an e x p lo s iv e  
o u tb u r s t .  But, p robab ly  th e  b es t way o f  f in d in g  i t  i s  to  j u s t  
l i s t e n  to  th e  p eo p le ; encourage them to  t a l k .  U su a lly , when 
they  get r o l l i n g ,  t h e i r  r e a l  a t t i t u d e  w il l  come to  th e  f ro n t 
and show i t s e l f  to  you. And, w hile you a re  ta lk in g  to  them, 
an e f f e c t iv e  approach i s  to  use what we c a l l  a t r i a l  b a llo o n , 
by throw ing  out an id e a  th a t  doesn ’t  n e c e s s a r i ly  even have to  
be re le v a n t  to  th e  program you a re  about to  i n s t a l l —b u t, 
throw  out an id e a ; an a n ta g o n is t  w ill  u su a lly  jump a t  th e  
o p p o rtu n ity  to  shoot i t  down and, in  so do ing , r e v e a l  h is
p o s i t i o n .
In a n t ic ip a t in g  and id e n t i f y in g  r e s is ta n c e  to  change,
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you can r e s t  a ssu re d  th a t ,  e v e n tu a l ly , i t  w il l  a l l  be d i s ­
c lo sed  f o r ,  i f  you don’t  f in d  i t  f i r s t ,  i t  w il l  l a t e r  on f in d  
you, and t h i s  i s  what c o n s u lta n t u lc e r s  a re  made out o f , Need­
le s s  to  say , i t ’ s much b e t te r  to  f in d  i t  f i r s t ,  because th en  
you have a t  l e a s t  an o p p o rtu n ity  to  keep i t  under c o n tro l .
Now, w hile i t ’ s r e l a t i v e l y  easy to  a n t ic ip a te  and 
id e n t i f y  r e s is ta n c e  to  change, i t ’ s q u ite  a d i f f e r e n t  s i t u a ­
t io n ,  q u ite  d i f f i c u l t  to  e l im in a te  i t  o r n e u t r a l iz e  i t ,  and 
th e  o p p o r tu n it ie s  and te c h n iq u e s  th a t  c o n s u lta n ts  employ a re
a s  numerous a s  th e  in d iv id u a l s i t u a t io n s  a re  d iv e rs e . In
overcoming r e s i s ta n c e ,  however, i t ’ s h e lp fu l i f  we understand  
how one does in f lu e n c e  th e  behavior o f  a n o th e r , and t h i s  i s  
fundam entally  an e x p ress io n  o f  p e rso n a l power, th e  im p o sitio n
o f your w i l l .
This might be e x e rc iz e d  in  any o f fo u r  s ta g e s — 
p e rsu a s io n , rew ard , punishm ent o r f e a r  o f  punishm ent, and 
v io le n ce  or c o n f l i c t .  In  th e  f i r s t  two s ta g e s  o f  t h i s  im posi­
t io n  o f your w i l l ,  p e rsu a s io n  and rew ard , th e  r e s is ta n c e  prob­
lem i s  g e n e ra lly  a t  a minimum. Reasonable men ta lk in g  in  
th e se  k inds o f te rm s can u su a lly  d is c u s s  problem s r a t i o n a l l y ,  
id e n t i f y  common d e s ira b le  ends and m ain ta in  a good r e l a t i o n ­
sh ip . However, in  th e  th i r d  and fo u r th  s ta g e s —t h i s  i s  th e  
punishm ent or f e a r  of punishm ent, and v io le n c e  o r c o n f l ic t
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a r e a s —th e se  a re  th e  more d i f f i c u l t  s i tu a t io n s  and where th e
c o n s u l ta n t ’ s a b i l i t y  to  c re a te  change i s  r e a l l y  pu t to  th e  
t e s t .  I  am g re a t ly  in d eb ted  to  one o f my c o lle a g u e s  fo r  th e  
ta b u la t io n  th a t  he made o f  some o f th e  approaches th a t  c o n s u l t ­
a n ts  can use in  d i f f i c u l t  r e s is ta n c e  c a s e s . He p rep ared  t h i s  
summary fo r  a t a lk  he gave on a s im ila r  su b je c t no t too many 
months ago and , a lth o u g h  they  may be a b i t  e a r th y , th ey  do 
ten d  to  i l l u s t r a t e  some o f th e  approaches th a t  c o n s u lta n ts
can u se .
Some o f th e  major ones th a t  he in c lu d ed  in  h is  
ta b u la t io n  were, f i r s t ,  ’’Don’t  g ive them an y th in g  to  r e s i s t  
u n t i l  you a b s o lu te ly  have to ;  p lay  i t  c lo se  to  th e  v e s t ,  
j u s t  l ik e  a poker p la y e r . E v en tu a lly  you w il l  have to  tak e  
a p o s i t io n ,  b u t, i n i t i a l l y ,  i t ’ s im portan t to  seek harmony, 
to  avoid  c o n tro v e rsy . I f  a t  a l l  p o s s ib le ,  e l im in a te  oppor­
tu n i ty  fo r  overwrought em otions and th e  e s tab lish m e n t o f ad a­
mant a t t i t u d e s .  Try to  avo id  p u t t in g  any o f  th e  c l i e n t ’ s 
people in  a p o s tu re  where th ey  ten d  to  ta k e  p o s i t iv e  p o s i t i o n s . "
So, hold o f f  your p o s i t io n ;  be a poker p la y e r . 
Sometimes th e  use of th e  s o -c a l le d  e x tre m is t tech n iq u e  can 
be q u ite  h e lp fu l .  Throughout th e  e x p lo ra to ry  s tag e  of your 
en g ag em en t, p l a n t  th e  seed  f o r  change w ith  some p e o p le  where
r e s is ta n c e  i s  a n t ic ip a te d  w ith  q u e s tio n s  such a s  "Would you
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f i r e  th e  P re s id e n t;  would you move th e  company; would you 
e lim in a te  t h i s  p roduct l i n e ,  o r would you s te p  down?”
This no t on ly  h e lp s  to  t e s t  th e  w ater a s  to  t h e i r  
re so lv e  and see t h e i r  p o s i t io n  on th e se  th in g s  b u t, somehow 
or o th e r , i t  a l s o  h e lp s  to  c r e a te  an environm ent r e c e p tiv e  to  
change by making i t  so t h a t ,  when th e  f in a l  recom m endations 
come th ro u g h , th ey  a re  o f te n  accep ted  a s  a p le a sa n t r e l i e f  to  
what th ey  o r ig in a l ly  ex p ec ted . A nother u se fu l one has been 
r e f e r r e d  to  a s  ’’th an k in g  th e  o p p o s i t io n ,” which i s  done by ta k ­
ing  what you know to  be th e  o p p o s itio n  p o s i t io n  b efo re  he has 
a chance t o —meaning, th e se  a r e  v a l id  p o in ts  and a re  worthy 
o f very  se r io u s  c o n s id e ra tio n . T his ty p e  o f  a c t io n  g e n e ra lly  
ta k e s  a g re a t d ea l o f  venom and l o t s  o f steam o f f  a p o te n t ia l  
o b je c to r .  A f u r th e r  approach could  be th a t  o f g e t t in g  th e  
o p p o s itio n  in  th e  boat w ith  you. T his i s  a very su c c e s s fu l 
and w idely used method o f n e u t r a l iz a t io n  o f o p p o s itio n  to
change.
A man’ s own name i s  th e  most  b e a u t i f u l  sound in
th e  w orld, to  him; i f  re p e a te d  in  th e  co n tex t o f h is  c o n t r i ­
b u tio n  to  your th in k in g  o r co n c lu sio n s  or recom m endations,
t h i s  a p p e a l—b a s ic a l ly  an em otional one—w ill  o f te n  overshadow
h i s  c o n c e rn  f o r  t h e  c h an g es  t h a t  a r e  in v o lv e d .  And y e t a n o th e r
could  be c a l le d  th a t  o f  p o iso n in g  th e  w e ll. Some o p p o s itio n
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can be so b ia se d , so un reasonab le  th a t  th e  mere exposure of 
t h e i r  venal in te n t  o r t h e i r  d e s ire s  to  b u ild  power o r  t h e i r  
v in d ic t iv e  behavior behind top  management’ s ey es—j u s t  th e  
mere exposure o f  i t  w il l  reduce th e  impact o f any com plaint
from th a t  q u a r te r  fo r  q u ite  some tim e .
W ell, th e re  a re  obv iously  many o th e r  approaches 
th a t  could  be used by a c o n su lta n t in  overcom ing r e s i s ta n c e ,
but each s i tu a t io n  i s  a d i f f e r e n t  one and th e  c o n s u lta n t i s
c o n s ta n tly  re q u ire d  to  inn o v a te  in  o rd e r  to  ach iev e  th e  s e r ­
v ic e  o b je c t iv e s  th a t  th e  c l i e n t  i s  e x p e c tin g  o f him, which 
in c lu d e  th a t  o f  overcoming th e  r e s is ta n c e  in  th e  c l i e n t ’ s own 
o rg a n iz a tio n  to  th e  change th a t  th e  to p  management in  th e
c l i e n t  wants to  have made.
In  a d d i t io n  to  th e se  approaches th a t  I  have m entioned 
th e re  a re  a few o th e r  p o in te r s  to  c r e a t in g  change th a t  may 
be h e lp fu l .  F i r s t ,  never work in  groups; r e s is ta n c e  to  
change should be overcome on an in d iv id u a l b a s is .  I f  you a re  
a bona f id e  demagogue, you can p o s s ib ly  ex h o rt a mob, but t h i s  
i s  an aw fu lly  dangerous e x e rc is e ,  s in c e  a group out o f  c o n tro l  
can have a d e v a s ta tin g  e f f e c t  on your p re s e n ta t io n  or your
recom mendations and make change alm ost im p o ssib le .
Second , be s e l f l e s s .  A c o n s u l ta n t  m ust m a n ife s t
s in c e re  c o n v ic tio n s  to  th e  end th a t  he seeks to  a c h ie v e . I f
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i t ’ s app aren t to  your l i s t e n e r s  th a t  your p o s i t io n  i s  r e a l l y  
above and beyond p e rso n a l c o n s id e ra t io n s ,  i t  goes a lo n g , long 
way tow ard reducing  r e s i s ta n c e .
And, t h i r d ,  g ive th e  o p p o s itio n  a p la ce  to  h id e .
I f  you p o l i t e ly  overlook  th a t  th ey  have re v e rse d  t h e i r  p o s i­
t i o n ,  t h e i r  em barrassm ent may not have to  become a m a tte r  of 
p u b lic  re c o rd , and o th e rs  who may be s t i l l  t e e t e r in g  and 
no t decided  to  re v e rse  t h e i r  p o s i t io n  may be encouraged to  
have some ty p e  o f a p a in le s s  r e v e r s a l .
And, f i n a l l y ,  know when to  stop  t r y in g  to  overcome 
th e  r e s i s ta n c e ;  know when to  compromise. I f  you can ach ieve  
e ig h ty  p e r cen t o f th e  o b je c t iv e s  th a t  you a r e  a f t e r  w ith  
on ly  tw enty  p e r cen t o f  th e  b a t t l e ,  you p robab ly  would be 
wise to  ta k e  i t .  The e ig h ty -p e r -c e n t b a t t l e  fo r  th e  rem ain ing  
tw enty  p e r cen t o f  th e  o b je c t iv e  may leav e  bo th  you and th e  
opposing ly in g  m o rta lly  wounded in  th e  b a t t l e f i e l d ,  n e i th e r  
one of you v ic to r s  and your c l i e n t  th e  lo o s e r ,  and even th e  
e ig h ty  p e r cen t th a t  could have been ach iev ed  wouldn’t  be
ach iev ed .
A n tic ip a t in g , re c o g n iz in g , i s o l a t i n g  and e lim in a tin g  
r e s is ta n c e  to  change i s  one o f th e  most in t e r e s t i n g  and c h a l­
len g in g  a s p e c ts  o f  c o n s u ltin g , and i t ’ s one o f this th in g s  th a t  
te n d s  to  make i t  an a r t .  As fo r  th e  c o n s u l ta n t ,  th e re  i s  no
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s u b s t i tu t io n  f o r — s u b s t i tu te  fo r  p re c e p tio n  and s e n s i t i v i t y  
to  s i tu a t io n s  and to  p eo p le , to  j u s t  being  aw are. W ithout 
t h i s  s e n s i t i v i t y ,  p e rc e p tio n  o r  aw areness, th e  jo b  becomes
i n f i n i t e l y  more d i f f i c u l t .
In  summary, we can p robab ly  say th a t  r e s is ta n c e  
w ill  be p re se n t and th a t  overcoming r e s is ta n c e  i s  our most 
d i f f i c u l t  jo b . But, by th e  same to k e n , i t  may a lso  be our 
most v a lu ab le  se rv ic e  a s  m erchants o f change. Thank you.
CHAIRMAN SCHROEDER: Thank you very much, C h a r l ie .
Now, la d ie s  and gentlem en, the l a s t  phase o f our p an e l p re se n ­
t a t i o n  w il l  em phasize th e  c o n s u ltin g  d is c ip l in e s  invo lved  in  
an engagem ent, to  be g iven to  you by C l if fo rd  E. G raese, who 
i s  th e  P a r tn e r  in  th e  New York O ffice  of P e a t, Marwick, M itchel 
and Company. He re c e iv e d  h is  BS D egree, cum la u d e , from th e  
U n iv e rs ity  o f South Dakota. In 1952, you w il l  be in te r e s te d  
to  le a rn , Mr. Graese was an E l i j a h  W atts S e l l s  Award Winner.
He i s  a Member o f  th e  AICPA se rv in g  as a Member o f  th e  I n s t i ­
tu te  Committee on Management S e rv ic e s , and we’d l ik e  you to  
g ive your a t t e n t io n ,  now, p le a s e , to  Mr. C l if fo rd  G raese, who 
w ill  speak on th e  s u b je c t ,  " P lann ing  and Conducting Manage­
ment S e rv ic e s  and R eporting  to  th e  Management.” Mr. Graese?
MR. CLIFFORD E. GRAESE [New York; Member, AICPA 
Committee on Management S e rv ic e s ] :  Thank you. As you’ve
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probab ly  n o te d , our p an e l p re s e n ta t io n  t h i s  morning i s  s e t up
in a sequence more or le s s  to  s im u la te  th e  s e r ie s  o f  e v e n ts  
th a t  ta k e  p lace  in  g e t t in g  you in to  c o n s u ltin g  o p p o r tu n it ie s  
and, from th e re  on, ta k in g  you th ro u g h  to  s e l l in g  th e  engage­
m ent, overcoming th e  r e s is ta n c e  and, f i n a l l y ,  in to  th e  a c tu a l  
conduct. I  am g la d , however, th a t  t h i s  i s  only a  th e o r e t i c a l  
e x e rc is e ,  th a t  i t ’ s only  a s im u la tio n  because , i f  i t  were n o t,  
we would f in d  th a t  we have spent an hour and fo rty -se v e n  
m inutes to  s e l l  th e  engagement; we have tw elve m inutes l e f t  
to  p lan  i t ,  do th e  r e p o r t  to  management and answ er q u e s tio n s  
about i t —and, w hile we might be a b le  to  g e t i t  done, th e  
b i l l i n g  r a t e  would be aw fu lly  f a n ta s t i c  on th a t  charg eab le  
tim e . So, leave  th a t  p a r t  o f th e  i l l u s t r a t i o n ,  i f  you w i l l .
I ’d l ik e  to  t r y  and touch  v ery  l i g h t l y  in  th e  few 
m inutes th a t  do rem ain on some of th e  h igh  sp o ts  in  what we 
would c a l l  th e  engagement c y c le , th a t  s e r ie s  o f e v e n ts  and 
a c tio n s  th a t  ta k e  p lace  a s  you a c tu a l ly  conduct a management-  
c o n s u ltin g  engagement. Those fo u r phases a r e ,  one, th e  
p ro p o sa l; tw o, th e  su rvey ; th r e e ,  th e  r e p o r t ;  fo u r , th e  
im plem entation .
I ’d l ik e  to  s t r e s s  th e  f i r s t  p hase , " p ro p o s a l ,” 
b e ca u se  I  th in k  t h i s  I s  p ro b a b ly  t h e  m ost im p o r ta n t  p a r t  o f  
any c o n s u ltin g  engagement. I  say i t ’ s im portan t because,
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o b v io u s ly , i f  you don’t  do a good jo b  on your p ro p o sa l, chances 
a r e ,  you w il l  never get th e  engagem ent. B ut, beyond t h a t ,  I 
th in k  th e  p ro p o sa l p robab ly  i s  th e  key to  success in  a c o n s u lt­
in g  engagement. T his may be som ething which i s  a b i t  o f a 
s u rp r is e  to  you. I  know i t ’ s no t uncommon fo r  people in  th e  
p u b lic -a c c o u n tin g  p ro fe s s io n  who have no t done a g re a t d ea l 
o f  c o n s u ltin g  to  f e e l  th a t  p ro p o sa l l e t t e r s  o u t l in in g  th e
n a tu re  o f  th e  engagement in  t h i s  way r e a l ly  i s  no t th a t  s ig ­
n i f i c a n t —a f t e r  a l l ,  th e y  a lre a d y  have a very good r e la t io n s h ip  
w ith  t h e i r  c l i e n t ;  th ey  don’t  w rite  a p ro p o sa l l e t t e r  every  
year in  th e  a u d i t ,  o r when they  a re  going to  g ive ta x  a d v ic e . 
Why i s  t h i s  p a r t i c u la r  s i tu a t io n  any d i f f e r e n t?
The second o b je c tio n  would be r a is e d  t h a t ,  w hile 
t h i s  makes such a p ro je c t  out o f  e v e ry th in g , r e a l l y ,  we j u s t  
want to  help  our c l i e n t  in  t h i s  p a r t i c u la r  s i t u a t io n .  B ut, 
l e t  me t e l l  you gentlem en, from ex p erien ce  and from speaking  
to  o th e r  people who have had th e  same e x p e rie n c e , t h i s  i s  a 
v i t a l  f a c to r .  Make sure th a t  you do a good jo b  o f s e t t in g  
down in  w ritin g  a p ro p o sa l to  your c l i e n t ,  what you a re  going 
to  do fo r  him, because t h i s  i s  th e  u n d ers tan d in g  you w il l  
have. Everyone knows what a sh o rt form o r long-form  c e r t i ­
f i c a t e  w il l  look l ik e  but don’t  ag ree  on what th e  end product 
o f a c o n s u ltin g  engagement i s  going to  be.
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I  have a l i s t i n g  o f some components o f  a p ro p o sa l 
l e t t e r ;  I ’d l ik e  to  touch  on them b r i e f ly .  The f i r s t  i s  a 
d e f in i t io n  o f th e  problem . Make su re  th a t  bo th  you and th e
c l i e n t  a re  r e a l ly  ta lk in g  abou t th e  same problem  th a t  you
w il l  be a d d re s s in g  your e f f o r t s  t o .  Secondly , in c lu d e  what 
i t  i s  th a t  you a re  going to  do and, perhaps e q u a lly  im p o rta n t, 
what i t  i s  th a t  you a re  not going to  do, because , here ag a in  
i s  a g r e a t ,  p o s s ib le  a re a  o f  m isu n d erstan d in g .
T h ird ly , how long i s  i t  going to  ta k e  you; what i s  
i t  going to  c o s t ;  what p a r t i c ip a t io n  a re  you going to  expect 
o f your c l i e n t  and, f u r th e r ,  what r e s p o n s ib i l i t y  i s  th e  c l i e n t  
going to  assume?
F in a l ly ,  what i s  your end p roduct going to  be, and 
I  th in k  t h i s  i s  p a r t i c u la r ly  im portan t because i t ’ s so v e ry , 
very easy to  t a l k  about d es ig n in g  a c o s t system , fo r  example, 
and not re a c h  agreem ent a s  to  j u s t  how f a r  down th e  l in e  you 
a re  going to  c a rry  t h i s  p a r t i c u la r  engagement. Are you going
to  d esig n  i t  o r w i l l  you c a rry  th e  jo b  beyond th a t  p o in t and 
i n s t a l l  i t ,  and a re  you going to  go beyond th a t  p o in t and 
t r a i n  th e  c l i e n t ’ s people in  u sin g  i t ?  And, u n le ss  you have 
c l e a r ly  s e t  out in  your p ro p o sa l l e t t e r  what th e  te rm in a tio n  
p o in t o f our engagement i s ,  you a re  ap t to  f in d  y o u se lf  con­
t in u in g  on on a fee  e s tim a te  th a t  you d id  no t in te n d  to  cover
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a l l  t h i s  work b u t, now, between you and th e  c l i e n t ,  a l i t t l e
m isunderstand ing  a ro se  and you had to  fo llow  th ro u g h  on i t .
? ?
I ’d l ik e  to  p arap h rase  P h il Shea o f  Acme in  one o f 
h is  w r i t in g s ,  in d ic a t in g  th a t  one o f th e  most d i f f i c u l t  th in g s  
in  c o n s u lt in g , about a c o n s u ltin g  engagement i s  g e t t in g  a 
f e e l  fo r  th e  p o l i t i c a l  environm ent o f  your c l i e n t  and , i f  you 
have wondered about th e  s t r e s s  t h i s  morning on th e  p sy c h o lo g i­
c a l  a s p e c t ,  i f  you w i l l ,  o f c o n s u lt in g , l e t  me t e l l  you th a t  
i t  i s ,  in d eed , as  im portan t a s  th e  em phasis we have given i t  
t h i s  m orning.
Presum ably, each o f you as CPA’ s should  have an 
e x c e lle n t  r e la t io n s h ip  w ith  your c l i e n t ,  should know much o f  
th e  p o l i t i c a l  environm ent. B ut, even so , I  em phasize ag a in , 
make c e r t a in  you do u nderstand  what you a re  g e t t in g  in to ,  and 
t h i s  i s  one o f th e  th in g s  you should have in  mind a s  you de­
velop a p ro p o sa l l e t t e r —nam ely, what a re  th e  chances o f  suc­
c e s s . Mr. Crumley touched on t h i s  in  te rm s of a re  we g e t t in g  
th e  engagement from th e  r ig h t  p eo p le ; do th e  people h ir in g  
us r e a l ly  have th e  a u th o r i ty  and commitment to  go th rough  w ith  
what th e  u ltim a te  su g g estio n s  may be?
Another p o in t to  c o n s id e r  very s e r io u s ly ,  h e re , i s  
a re  we r e a l ly  ta lk in g  about th e  b as ic  problem  or have we been 
asked to  a d d re ss  o u rse lv e s  to  th e  symptoms of a problem , and
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I would ven tu re  to  say , p robab ly  as o f te n  a s  n o t,  th e  f i n a l  
engagement we wind up doing i s  not th e  one which th e  c l i e n t  
posed as th e  i n i t i a l  problem , th e  b a s is ,  h e re , b e in g , we a re  
ta lk in g  symptoms r a th e r  th an  th e  problem .
By th e  tim e you f in i s h  th e  p ro p o sa l you should have 
in  hand a work o u t l in e — I h e s i t a t e  to  use th e  word ’’p rog ram ,” 
h e re , because t h i s  i s  o r c e r t a in ly  does not a t  th a t  s tag e  
form i t s e l f  a s  a d e ta i le d  a u d i t  program s im ila r  to  th o se  th a t
a re  used in  many acco u n tin g  f irm s , but i t  c e r t a in ly  should 
be a very c le a r - c u t  p lan  o f  a c t io n  fo r  u n d erta k in g  th e  en­
gagement. You should have a tim e schedule o f your work; you 
should have your t e n ta t iv e  s t a f f  assignm en ts in  mind, a  fee  
e s tim a te  in  mind and a good id ea  as  to  th e  form your end p ro ­
duct i s  going to  ta k e . We go so f a r  a s  to  say t h a t ,  in  th o se  
p a r t i c u la r  s i tu a t io n s  in  which your c l i e n t  t e l l s  you, when 
you f i r s t  have a m eeting w ith  him, th a t  he wants you to  under­
ta k e  t h i s  and you haven’t  yet had an o p p o rtu n ity  to  is s u e  a 
p ro p o sa l l e t t e r ,  th a t  you should fo llo w  th ro u g h  w ith  a s im ila r  
l e t t e r  con firm ing  th e  engagement because t h i s  document, a g a in  
I  r e p e a t ,  i s  your p lan  o f  a c t io n  and i t ’ s th e  u n d ers tan d in g  
th a t  you have w ith  th e  c l i e n t .
Moving q u ic k ly  i n t o  some o f  t h e  o th e r  p a r t s  of th e  
engagement—th e  su rv ey s—I b rin g  t h i s  down in to  f iv e  p a r t s —
282
th e  in tro d u c t io n , f a c t - f in d in g ,  a n a ly s is ,  p re lim in a ry  d e v e l­
opment o f recom m endations and, f i n a l l y ,  development o f  recom­
m endations. The in tro d u c t io n — a g a in , C h a rlie  has a lre a d y  
touched on t h i s ;  i t ’ s ex trem ely  im portan t to  g e t o f f  on th e  
r ig h t  f o o t ,  th a t  th e  c l i e n t ’ s people know why you a re  th e re  
and th a t  they  understand  th a t  management i s  behind you; t h i s  
i s  no t an experim ent management i s  u n d ertak in g  b u t, r a th e r ,  
th ey  have engaged you to  do a  jo b  and you a re  going to  see i t  
th rough  and, f i n a l l y ,  th a t  you have adequate f a c i l i t i e s  and
c o o p e ra tio n .
F a c t- f in d in g —a d i f f i c u l t  p a r t  o f th e  assignm ent 
because th e re  i s  a tendency to  ge t lo s t  in  t h i s  p a r t i c u la r  
a re a . F a c ts  m u ltip ly  alm ost a s  f a s t  in  a company as  you can 
analyze them; a s  a consequence, i f  you don’t  have a c l e a r -  
cu t p la n , you a re  a p t to  ge t lo s t  in  th e  p ro c e s s . We f in d  
th a t  i t ’ s very  e s s e n t i a l  fo r  a c o n s u lta n t to  become what I 
c a l l  a p a c k - ra t ,  going around th e  c l i e n t ’ s o f f i c e s ,  p ick in g  
up co p ies  o f form s, p ro ced u res , and so f o r th ,  and m anuals, 
to  th e  p o in t where he winds up w ith a s e t  o f working p a p e rs .
We r e f e r  to  i t  a s  a b asket ca se ; th e  term  a p p lie s  f ig u r a t iv e ly  
and l i t e r a l l y  because, r e a l l y ,  you have a bushel b a sk e t, f u l l  
o f  c o l le c te d  form s, docum ents, and so f o r th .  You r e a l ly  don’t  
know what you a re  going to  do w ith  them, but th ey  o f fe re d  them
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to  you and you thought i t  might be a good id e a  to  have t h i s  
many in  your p a p e rs . I f  you ta k e  th a t  approach , you w il l  
spend a lo t  o f tim e and not have th e  s l i g h te s t  idea  o f  what
you have accom plished .
Moving on to  a n a ly s is  and p re lim in a ry  developm ent,
I  w il l  sk ip  over th e se  very  l i g h t ly  because, in  my ex p e rien ce , 
when c o n s u ltin g  engagements f a l t e r ,  i t ’ s no t u su a lly  because 
o f an in d iv id u a l ’ s te c h n ic a l  a b i l i t y  b u t, r a th e r  because of 
th e  f a c t  he doesn’t  have th e  u n d erstan d in g  a t  th e  o u ts e t  o f  
what th e  problem  was, o r because he f a i l e d  in  th e  subsequent 
phase o f re p o r t in g  to  management, which le a d s  me in to  re p o r t
p r e s e n ta t io n .
There a re  r e a l l y  two k inds o f  r e p o r ts  invo lved  in  
m anagem ent-consuiting  engagem ents—th e  o r a l  r e p o r t  and th e  
w r i t te n  r e p o r t .  Both a re  im p o rta n t. I  th in k  th e  o ra l  re p o r t  
i s  p robab ly  th e  most im p o rta n t, and I  would su g g e s t, t h i s  i s  
no t one re p o r t  but a s e r ie s  o f  r e p o r t s .  I t  i s  q u ite  im portan t 
th a t  you have s e t  up a s e r ie s  o f  p ro g re ss  m eetings w ith  your 
c l i e n t ,  p a r t i c u la r ly  on th e  lo n g er engagem ent, so th a t  you 
can keep th e  top  people w ell ad v ised  o f w hat’ s going on, 
d is c u s s  w ith them c o n c lu s io n s  you a re  coming up w ith , problem s 
t h a t  you need  t o  have r e s o lv e d  by th em , to  make su re  t h a t
you a re  co n tin u in g  down in  a manner a g ree ab le  to  a l l  p a r t i e s .
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There i s  a danger, though , h e re , and I ’d l ik e  to  
is s u e  t h i s  w arning. There i s  a te m p ta tio n , in  e a r ly  p ro g re ss  
m eetings, to  go to o  f a r ,  to  g ive to o  much in fo rm atio n  to o  
s p e c i f i c a l l y ,  to o  e a r ly .  This i s  a danger because you may 
f in d ,  you should  get deeper in to  th e  problem , and you may 
wish to  change your mind, and t h i s  becomes a l i t t l e  embar­
r a s s in g —and, perhaps th e  more se r io u s  concern , th e  c l i e n t  
may very w ell begin  to  implement befo re  you have com pleted your 
f in d in g s ,  and t h i s  can become p a r t i c u la r ly  d is a s t r o u s .
Even though we a re  runn ing  t i g h t  on tim e , I ’d l ik e  
to  d ig re s s  fo r  a moment, g iv in g  you a l i t t l e  i l l u s t r a t i o n  o f 
what might happen in  a case l ik e  t h i s .  In  a re c e n t c o n s u ltin g  
engagement we had in  doing some work s im p l i f ic a t io n  in  an a c ­
count s-p ay ab le  departm ent in v o lv in g  about tw elve p eo p le , 
one o f th e  c o n s u lta n ts  happened to  meet th e  c o m p tro lle r , who 
was re s p o n s ib le  fo r  th e  p a r t i c u la r  d epartm en t, in  th e  c o r r id o r  
a f t e r  we’d com pleted our d e ta i le d  work, and was asked how he 
was g e t t in g  a lo n g . He s a id ,  “W ell, f i n e . ”
’’Did you fin d  an y th in g  w orthw hile?”
"Yes, I  th in k  we a re  going to  be ab le  to  la y  ou t a 
program where we can s t a f f  th e  departm ent w ith  s ix  people 
in s te a d  o f tw e lv e .” He s a id ,  "We' l l  t e l l  you more about i t  
when we come in  to  r e p o r t  on th e  day a f t e r  tomorrow. ”
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We came in ,  th e  day a f t e r  tomorrow, and s a id ,  in  
our o r a l  p r e s e n ta t io n ,  ”We th in k  we can s t a f f  th e  departm ent 
w ith  h a l f  th e  number o f  people you have th e re  now. ”
And he s a id ,  ” I th in k  th re e  i s  q u ite  a few, i s n ’t
i t ? ”
He s a id ,  ’’What do you mean, ’t h r e e ’? ”
He s a id ,  ’’W ell, you to ld  me y es te rd a y  th a t  we could 
get by w ith  h a l f  o f  what we had, th e n , so I  f i r e d  them y e s te r ­
day . ” And, here we w ere, w ith  th re e !
We d id  some f a s t  scram bling  to  sa lvage  th e  s i t u a ­
t io n ,  but t h i s  i s  a r e a l i s t i c  s i t u a t i o n ,  I  th in k ,  in  te rm s of 
a warning to  you, and I  should  a ls o  add t h a t ,  when th e  c l i e n t  
beg ins to  implement th e  problem  i s  when your co o p e ra tio n  may
w ell begin  to  fad e .
F in a l ly ,  g e t t in g  in to  th e  w r i t te n  r e p o r t ,  t h i s  i s  
a very d i f f i c u l t  th in g  fo r  most o f our c o n s u lta n ts  to  do be­
cause I  th in k ,  one, i t  means th a t  you r e a l ly  pu t y o u rs e lf  to  
th e  a c id  t e s t ;  have you r e a l ly  thought th e  problem  th ro u g h , 
come up w ith  th e  r ig h t  so lu tio n ?  B ecause, i f  you haven’t ,  
you c e r t a in ly  cannot w rite  a c l e a r ,  lo g ic a l  r e p o r t ,  and I  sup­
pose an o th e r  f a c to r  in  t h a t ,  which i s ,  a g a in , an a s id e —i t  
seems th a t  th e  a r t  o f w ritin g  i s  r a p id ly  d is a p p e a r in g , so i t  
does become a very d i f f i c u l t  p r o je c t .
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I would only  o f fe r  t h i s  warning to  you—make sure 
th a t  you pu t an adequate amount o f  tim e in to  your tim e bud­
g e t ,  because you a re  going to  spend tim e on th a t  w r i t te n  r e ­
p o r t ;  n e v e r th e le s s ,  i t ’ s a very  v i t a l  and n ec essa ry  p a r t  o f  
th e  engagement to  document what your recom m endations w ere.
F in a l ly ,  I ’d l ik e  to  make t h i s  very  s ig n i f ic a n t  
p o in t .  Even though t h i s  might seem l ik e  a lo g ic a l  te rm in a tio n  
p o in t to  an engagement; you have done a su rvey , you have come 
up w ith  your r e p o r t—r e a l l y ,  t h i s  i s  only th e  b eg inn ing , be­
cause no c o n s u lta n t wants to  go out and do a survey and wind 
up w ith  a very  b e a u t i f u l  r e p o r t  th a t  winds up In someone’ s 
desk draw er. So, a l l  a long  in  your work, you have had to  
have had im plem entation  in  mind. This i s ,  a f t e r  a l l ,  th e  
p ro o f o f th e  pudding—not how b e a u t i f u l  a r e p o r t  can you 
w r i te , but what changes can you a c tu a l ly  accom plish  in  th e
c l i e n t ’ s o p e ra tio n s .
Two warnings h e re , I f  you w il l!  One, make sure  
th a t  you have th e  f u l l  commitment of management b efo re  you 
t r y  to  implement changes. I f  management i s  no t so ld  on your 
recom m endations, i t  i s  alm ost a c e r t a in ty  th a t  you a re  not 
going to  be su c c e s s fu l in  i n s t a l l i n g  them. This doesn ’ t  mean 
th a t  th e re  a r e n ’t  going to  be po ck e ts  o f  r e s is ta n c e  a lo n g  th e  
l i n e ,  because they  w il l  e x i s t —b u t, i f  to p  management i s n ’t
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w ill in g  to  r e a l ly  r id e  th e  th in g  th ro u g h , you would perhaps
be b e t t e r  o f f  not to  s t a r t .
And, th e  second i s ,  make su re  th a t  th e re  i s  a c l i e n t  
c a p a b i l i ty  to  handle w hatever i t  i s  th a t  you a re  recommending.
Do not g e t y o u rs e lf  in to  th e  p o s i t io n  where you and you a lone  
a re  th e  only  person  on th e  c l i e n t  s t a f f  th a t  u n d ers tan d s  what 
i t  i s  you a re  do ing . You know f u l l  w e ll t h a t ,  sooner or l a t e r ,  
you a re  going to  have to  p u l l  out o f  t h i s  s i t u a t io n  and , when 
you do, i f  th e re  a re  not capab le  people w ith in  th e  c l i e n t ’ s 
o rg a n iz a tio n , th e  system  i s  doomed to  f a i lu r e  and in v a r ia b ly  
i t ’ s going to  come back to  you, th a t  you d id n ’t  d es ig n  th e  
system  p ro p e r ly .
So, I would say , w ith  th e se  r e s e rv a t io n s ,  more power 
to  you in  going ahead on c o n s u ltin g  engagem ents. I f  you a re  
a l e r t  to  th e  s o r t  o f th in g s  we have ta lk e d  about t h i s  m orning,
I  am su re  you w il l  have a g re a t fu tu re  in  management c o n s u lt­
in g , and thank  you. [A pplause]
CHAIRMAN SCHROEDER: W ell, th an k  you very much,
C l i f f .  L adies and gentlem en, we do have about one o r two 
m inutes fo r  a q u e s tio n , i f  th e re  a re  any. Would anyone l ik e  
to  r a i s e  a q u e s tio n  d ir e c te d  to  th e se  gentlem en?
[No r e s p o n s e ]
CHAIRMAN SCHROEDER: I f  th e re  a re  none, I ’d l ik e
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to  ju s t  ta k e  t h i s  o p p o r tu n ity , in  co n c lu d in g , h e re , to  make an 
?
announcement or two. Edward B. W ilcox, a P ast P re s id e n t o f 
th e  I n s t i t u t e ,  some y e a rs  ago d e fin e d  a C e r t i f ie d  P ub lic  Ac­
co u n tan t as th e  “guard ian  o f th e  conscience o f th e  b u s in e ss  
com m unity.” Now, I  am convinced and I  am sure  th a t  th e  ex­
panded h o rizo n s  o f our p ro fe s s io n a l  c a p a b i l i ty  and t a l e n t ,  
some o f which were d isc u sse d  so w ell here to d a y , w i l l  ch a llen g e  
us to  become more and more th e  le a d e rs  of th e  e n t i r e  community, 
and I ’d l ik e  very much to  thank th e  gentlem en who have p a r t i ­
c ip a te d  in  our p an e l d is c u s s io n  t h i s  m orning—a very  f a s c in a t ­
in g , p r o f i t a b le ,  s tim u la tin g  s e s s io n , and we’d l ik e  very  much 
to  ex p re ss  our a p p re c ia t io n  to  a l l  o f you Members who a re
p re se n t fo r  your su s ta in e d  i n t e r e s t .
Now, may I  remind you th a t  th e re  i s  a lounge/pay  bar
fo r  c o c k ta i l s  fo r  you from now u n t i l  noon in  th e  C o n s ti tu t io n
Room. Luncheon w il l  be served  back here  a t  tw elve o ’c lock
sh a rp , when we w il l  be honored to  hear Mr. Roy L. Ash, President; 
o f  L it to n  I n d u s t r ie s ,  who w il l  be our guest sp eak er. This
se ss io n  i s  ad jo u rn ed .
[Whereupon, a t  f iv e  m inutes p a s t e lev en  o ’c lo c k , 
th e  se ss io n  was co n c lu d ed .]
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TUESDAY AFTERNOON TECHNICAL SESSION—USE OF COMPUTERS
O ctober 4, 1966
The T echnical S ession  on th e  s u b je c t ,  "The Use of 
th e  Computer in  A iding Small B u s in e s s ,” held  in  c o n ju n c tio n  
w ith  th e  S ev en ty -n in th  Annual M eeting o f th e  American I n s t i ­
tu te  o f C e r t i f ie d  P ub lic  A ccoun tan ts , convened a t  t h i r t y  min­
u te s  p a s t two o ’c lo ck  in  th e  Grand Ballroom  o f th e  S h era to n - 
Boston H o te l, Boston, M assachusetts , Mr, Claude M. Hamrick, 
J r . ,  of G eorgia, a Vice P re s id e n t of th e  I n s t i t u t e ,  p re s id in g .
CHAIRMAN HAMRICK: Gentlemen, w i l l  you ta k e  your 
se a ts?  We a re  supposed to  s t a r t  prom ptly a t  tw o - th i r ty .
Gentlemen, i t ’s now tw o - th i r ty ,  and we w il l  commence our prog­
ram on sch ed u le . May I  have your a t te n t io n ?  One o f  th e  marks
o f th e  w ell-ed u ca ted  person  i s  to  accep t new id e a s .  We have
a f in e  panel t h i s  a f te rn o o n  to  expose new th o u g h ts  and id e as
w ith  us in  th e  nex t two hours in  th e  a re a  o f th e  use o f th e
computer in  a id in g  sm all b u s in e ss . At th e  co n c lu s io n  o f th e  
t a lk s  from our speakers th e re  w il l  be a question -and -answ er 
p erio d  so , as  th e  speakers d e l iv e r  t h e i r  s ta tem en t of p ap e rs ,
k in d ly  be p h ras in g  q u e s tio n s  th a t  you would l ik e  to  ask  our
d is t in g u is h e d  panel o f sp e ak e rs . We w il l  fo llo w  th e  s t a t e ­
ments o f speakers as you see them on th e  p la tfo rm , here  and, 
as  t h e i r  s ig n  in d ic a te s  t h e i r  names, our f i r s t  speaker t h i s
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a f te rn o o n  w il l  be Mr, J e r ry  L loyd, He a s su re s  me, h is  name 
i s  sp e lle d  w ith  one "L ." He says he had an i l l i t e r a t e  a n c e s to r . 
You d id n ’t  th in k  I  was going to  say th a t !  Mr. Loyd i s  a Man­
ag in g  A sso c ia te  in  th e  Managing S erv ices  Departm ent of A rthur
Young and Company; re c e iv e d  a BS Degree in  I n d u s t r ia l  Engin­
e e r in g  from th e  U n iv e rs ity  o f Vermont and an MBA in  C orporate
F inance from New York U n iv e rs ity , where he i s  p re s e n tly  a 
c a n d id a te  fo r  a Ph.D in  c o rp o ra te - f in a n c e  management,
I asked Mr, Loyd i f  he planned to  pursue a course 
in  e d u c a tio n , and he sa id  he d id  n o t.  So, once he has a doc­
t o r a t e ,  he w il l  s t i l l  be w ith  th e  p r a c t ic e  of th e  CPA, and Mr. 
Loyd’ s b u s in e ss  background in c lu d es  investm ent a n a ly s is  and 
c o rp o ra te  a c q u is i t io n s ;  fo r  s e v e ra l y ea rs  headed h is  own
b u sin e ss  c o n s u lta n t f irm .
His to p ic  w il l  be, ’’In fo rm atio n  Needs o f a T yp ical 
Small B usiness Fund," and i t ’s my p le a su re  to  p re se n t to  you 
Mr. Loyd, [A pplause]
MR, JERRY LOYD [New York; Computer S p e c ia l i s t ] :
Thank you— i l l i t e r a t e ,  bu t a n ic e - lo o k in g  fe llo w ! [L aughter]
Good morning! [L augh ter] T his [ in d ic a t in g  s to p ­
watch] i s  a m in ia tu r iz e d  com puter, programmed to  t e l l  tim e 
and, w ith  in p u t from th e  v a rio u s  heavenly b o d ie s , c o s ts  th re e  
thousand d o l la r s  an hour! [L augh ter] There i t  i s ,  back in !
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Good evening! Topic? " In fo rm atio n  Needs of a T yp ical Small 
B usiness C l i e n t , ” o r ,  "L e t’s Buy a Computer fo r  Fun and P ro f­
i t , ” o r ,  "L e t ’s Buy a Computer, and I  Haven’t  Enjoyed M yself 
so Much Since th e  Chicago F i r e , ” o r ,  "L e t’s Buy a Computer,
I am Going to  Leave my W ife, Anyway. ”
I t ’ s th e  th in g  to  do, th e se  days; i t ’ s p o p u la r.
Like th ey  say in  th e  song, "Everybody’ s doing i t , ” o r "L e t’s 
do i t , ” depending upon your p o in t of view and p o in t o f r e f e r ­
ence. We a l l  re c o g n iz e , th e  computer o f f e r s  a host o f ad v an t­
a g e s , and p a r t i c u la r ly  t h i s  august group who a re  th e  cream of 
computer technology  in  t h i s  whole w orld—a t  l e a s t ,  in  t h i s  
whole s t a t e —th e  room! [L augh ter] I  th in k  a l l  o f us a re  
anx ious in  term s o f our r e la t io n s h ip s  w ith  ou r c l i e n t s  and
in  term s o f our own a c t i v i t i e s  to  not be accused of a two- 
h o ld e r o p e ra tio n  when modern plumbing i s  a v a i la b le  and , ob­
v io u s ly , th e  computer i s  th e  "modern plum bing” of b u s in e ss  
a c t i v i t y  to d a y . The r e a l  q u e s tio n  i s  no t w hether or not we 
should  have a com puter b u t, r e a l l y ,  how we get to  i t ,  where
do we begin  and where do we s t a r t ?
I  th in k  th a t  we can s t a r t ,  or should s t a r t ,  in  term s
of our c o n v e rsa tio n s  and our re fe re n c e  w ith  sm all b u sin ess
w ith  a s im p le  an sw er t o  t h e  q u e s t io n ,  "How d o e s  o u r  c l i e n t  
or how do we in te n d  to  use a com puter?” Simply t h i s  one, "Do
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we want to  use i t  a s  a h igh-speed  p iece  of ac co u n tin g  eq u ip ­
ment o r do we want to  use i t  a s  a dev ice  fo r  im proving manage­
ment in fo rm a tio n ? ”
Can you hear me a l l  r i g h t .  This th in g  [ in d ic a t in g  
microphone s ta n d a rd ]  i s  designed  fo r  th e  J o l ly  Green G iant! 
[L aughter]
I f  a l l  we want i s  f a s t e r  ac co u n tin g —and, I  don’t  
mean to  in f e r  th a t  t h a t ’s no t a w orthw hile o b je c t iv e —th en  we
have no r e a l  problem . But I  th in k  i t ’ s a sim ple m a tte r of
econom ics, we rev iew  what equipment i s  a v a i la b le ,  what we can
do w ith  th e  equipment and th en  make an o v e r - a l l  a n a ly s is  of
how much money we w il l  save in  term s o f a c q u ir in g  th e  eq u ip ­
ment, in  term s o f o p e ra tin g  th e  equipment a g a in s t th a t  which 
i s  th e  money we w il l  save in  people we may re p la c e  or e f f i ­
c ie n c ie s  we may get out o f i t  o r ,  b a r r in g  an o p p o rtu n ity  to
compare d o l la r s  in  term s o f th e  investm ent and money in  term s 
o f sa v in g s , we can compare i t  w ith  tim e , th e  in ta n g ib le  tim e 
sav ings in  term s o f g e t t in g  th e  in fo rm atio n  out somewhat e a r l ­
i e r .
I f  we a re  in te r e s te d  in  b e t t e r  management inform a­
t io n —and, t h a t ’ s a t r u ly  noble o b je c t iv e ,  p a r t i c u la r ly  noble 
th e se  days when government and la b o r  and co m p e tito rs  and a l l  
s o r ts  of o th e r  in v o lv ed , s o c io lo g ic a l  f a c to r s  a re  b e a tin g  sm all
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b u sin e ss  on th e  head, by th e  numbers— i f  we a re  in te r e s te d  
in  b e t te r  management in fo rm a tio n , we must s t a r t  w ith  a d e f in i ­
t io n  o f what c o n s t i tu t e s  a w orthw hile system  of management 
in fo rm a tio n , a d e f in i t io n  o f what in fo rm a tio n  management needs
to  do i t s  jo b . I  th in k  th e re  i s  a g re a t d ea l o f co n fusion  
su rround ing  th e  term  "management in fo rm a tio n ,"  p a r t i c u la r ly  
in  sm all b u s in e ss . M anagem ent-inform ation system s, p a r t i c u la r ly  
in  sm all b u s in e ss—and, "MIS” i s  c a p i t a l  "M,” c a p i ta l  " I , ” 
c a p i ta l  "S ,"  now— sm a ll-b u s in e ss  management i s  in c l in e d  to  
th in k  o f MIS and p re se n t day computer system s a s  budget system s, 
m arketing  in fo rm atio n  system s or c r e d i t  or p e rso n a l re c o rd in g
in fo rm atio n  system s; th ey  a re  in c l in e d  to  th in k  o f i t  a s  a 
p rov ince  o f G eneral Motors o r S tandard  O il, to o  com plicated
and too  s o p h is t ic a te d  fo r  t h e i r  u ses and c a p a b i l i t i e s .
I th in k  both  p o in ts  o f view a re  wrong. O bviously, 
a p iecem eal approach to  management won’t  work; by th e  same 
to k en , a p iecem eal approach in  management in fo rm atio n  won’t  
work. The in fo rm atio n  needs of a sm all b u s in e s s , w hile le s s  
in v o lv ed , o b v io u sly , th an  th a t  o f a b ig  in d u s t r i a l  company, 
i s  a s  c r i t i c a l  o r perhaps more c r i t i c a l .  When you th in k  
about i t ,  th e  b ig  guy can a f fo rd  to  make m is tak e s . I  have
been a s s o c ia te d  w ith  some b ig  companies a t  one tim e o r a n o th e r , 
and I  am su re  most o f you have, and I  have been a s s o c ia te d  w ith
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some b ig  m istakes in  some big com panies.
Now, p a r e n th e t ic a l ly ,  th a t  was b efo re  my c u rre n t 
r e la t io n s h ip  w ith  th e  o rg a n iz a tio n  I  now work w ith  [ la u g h te r ]  
and t h a t ’ s an o th e r  item  of my youth which, when you look a t  
t h i s  pane l and you th in k , "Here a re  two b e a u t i f u l  p eo p le ,
F e lix  and m yse lf, s i t t i n g  in  th e  m iddle, surrounded by a w ealth  
of c h e s tn u t h a i r , ’’ we wonder what th e  d e f in i t io n  o f "b eau ty ”
i s .
The b ig  guy can a f fo rd  to  make a m is tak e ; th e  l i t ­
t l e  guy c a n ’t .  The b ig  guy can say , "Look, my r e a l  re fe re n c e  
i s  t h i s ;  I  need more in fo rm a tio n , but th e  o p p o rtu n ity  i s  
h e re , r ig h t  now. The r i s k s  a re  m an ifo ld , but here i s  th e  op­
p o r tu n ity ;  I  have th e  f a c i l i t i e s  to  go in  th e re  and g ive i t  
a s h o t .” The l i t t l e  guy c a n ’t  do t h a t .  He has on ly  one o r 
two o p p o r tu n it ie s  to  make a m is tak e , and t h a t ’ s i t ;  a f t e r  
t h a t ,  he i s  no t your c l i e n t  any more!
Let us d e f in e  "MIS” in  term s o f sm all b u s in e ss . A
m anagem ent-inform ation system , u sin g  th e  te rm , th roughou t a s  
"MIS,” i s  a company-wide system  co v e rin g  th e  whole range of 
a company’ s o p e ra t io n s —t h a t ’ s th e  n u ts  and b o l ts  of an o r ­
g a n iz a t io n , from th e  f ro n t door to  th e  back c e l l a r ,  to  th e  
a t t i c .  I t  c o v e rs  th e  whole gam ut, w hich i s  an  e a sy  way t o  
d e fin e  MIS; i t ’ s e v e ry th in g , o rg a n iz e s  and r e l a t e s
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th e  req u irem en ts  o f  dec ision -m ak ing  a c t i v i t y  a t  a l l  le v e ls  o f
th e  company—in to  one reaso n ab ly  co n c erted  e f f o r t  to  maximize
p r o f i t .  Let me read  th a t  a g a in —not th a t  i t ’ s such a g re a t
p o in t ,  but i t  sure i s  b e a u t i fu l  language—o rg a n iz e s  and r e ­
l a t e s  req u irem e n ts  fo r  dec ision -m ak ing  a c t i v i t i e s  a t  a l l
le v e ls  of th e  company in to  one re a so n a b le , co n ce rted  e f f o r t
to  maximize p r o f i t .  T h a t’ s why we a re  h e re—th e  p r o f i t  th in g .
I have heard an aw ful lo t  of ph ilosophy  and conver­
s a t io n  about th e  noble n a tu re  of man and th e  m oral o b lig a t io n s  
o f in d u s try  and a l l  th e  r e s t  o f th a t  j a z z —and, by and la rg e , 
t h a t ’ s e x a c tly  what i t  i s ,  because man h asn ’t  got th e  oppor­
tu n i ty  to  be noble and in d u s try  h a sn ’t  got th e  o p p o rtu n ity  to  
f u l f i l  i t s  moral o b lig a t io n s  u n le s s  he g e ts  an o p p o rtu n ity  to
make a p r o f i t .  He g e ts  damned n a s ty  when he i s  lo s in g  i t .
Management in fo rm a tio n  may be o f a l l  v a r i e t i e s  and 
s o r ts ;  i t  may be f in a n c ia l—o b v io u s ly , fo r  example, c o s t and 
rev en u es , th e  r e la t io n s h ip  o f c o s t and rev en u es; n o n - f in a n c ia l
product s t a t i s t i c s ,  m arketing  s t a t i c s ;  maybe even n o n -q u a n ti-  
t a t i v e —th e  s k i l l s  and a t t i t u d e s  o f p eo p le . T h a t’ s p a r t  o f
th e  m anagem ent-inform ation system . Note th a t  MIS o rg an iz es
and r e l a t e s  in fo rm atio n  from le v e l  to  le v e l  and a c t i v i t y  to
a c t i v i t y ;  i t  in te g r a te s  a l l  th e  k inds o f  d a ta  in to  some mean­
in g fu l u n d erstan d in g  o f what i s  happening. Im p o rta n tly , i t
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doesn’t  n e c e s s a r i ly  in te g ra te  t h i s  d a ta  th ro u g h  th e  g u ts  of
a com puter. IBM has s a id —because F e lix  i s  going to  say th e  
same th in g , because he wrote i t ;  I  copied i t —th e  f u l ly
in te g ra te d  com puter system s a re  many y ea rs  o f f .  I t ’ s a g re a t 
id e a , one fra u g h t w ith  d i f f i c u l t i e s .  Have you seen th a t  word 
r e c e n t ly ,  "f r a u g h t ,” o r "fra u g h t w ith  d i f f i c u l t i e s , ” which, 
so f a r ,  have not been met s u c c e s s fu lly  or been s u c c e s s fu lly
implemented by th e  g ia n ts .
N e v e rth e le s s , th e  com puter—and, t h i s  i s  im p o rta n t— 
in  r e a l i t y  i s  what makes m anagem ent-inform ation system s work; 
i t ’ s th e  b a s is ,  i t ’ s th e  foundation  fo r  working management- 
in fo rm atio n  system s as  we understand  them to d ay . P ro p erly  
programmed, i t  se p a ra te s  wheat from c h a f f ,  i f  you w i l l  pardon 
an o ld  c l ic h e ;  a l s o ,  red u ces th e  course  of g re a t w eigh ts of 
d a ta  to  term s o f seconds from hours which, o th e rw ise —th e  key 
to  MIS, however, i s  no t th e  com puter. T h a t’ s w hat’ s under­
ly in g  a lo t  o f our c a p a b i l i ty ,  but i t ’ s no t th e  key. The key 
i s  a th in g  c a l le d  "d e c is io n  a n a l y s i s . ”
The s t r u c tu re  and o b je c t iv e s  o f  th e  management-
in fo rm atio n  system and th e  co n ten t o f in fo rm atio n  r e p o r ts
should s t a r t  w ith  an a n a ly s is  o f dec ision -m ade—d e c is io n s  
made, r a th e r ,  w ith  an a n a ly s is  o f d a ta  a v a i la b le ,  s t a r t in g  
w ith  th e  d e c is io n s  and th e  methods o f management, no t
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n e c e s s a r i ly  th e  d a ta  invo lved  in  th e  ac co u n tin g  system  or th e
d a ta  th a t  can come out of th e  c u r re n t s t a t i s t i c s .  S ta r t  w ith
th e  d e c is io n . Such an a n a ly s is  should in c o rp o ra te  c o n s id e ra ­
t io n s  of d e c is io n s  a t  a l l  le v e ls  o f management a c t i v i t y ;  i t  
should not be r e s t r i c t e d  to  any one popu lar a sp e c t o f manage­
ment c o n tro l  and in fo rm atio n  and, a g a in , should no t be p ie c e ­
m eal.
The whole system , th e n , o f g a th e r in g  a n a ly z in g  and 
p re s e n tin g  in fo rm atio n  should be term ed th e  "management in f o r ­
m ation sy s tem .” The m anager’ s jo b  i s  to  make d e c is io n s , and 
th e  q u a l i ty  of d e c is io n s  depends upon th e  in fo rm atio n  upon 
which th ey  a re  based . Im p o rta n tly , a management never makes
d e c is io n s  where th e re  i s  no t u n c e r ta in ty  a s  to  th e  outcome— 
where th e re  i s  no t u n c e r ta in ty  a s  to  th e  outcome. I f  he d id , 
he would be re p la c e d  by a m achine, o b v io u s ly , because th e  
o u tp u t d e c is io n  could  be programmed.
The manager i s  faced  w ith  a d e c is io n , asks fo r  c e r ­
t a in  in fo rm a tio n . He wonders, "Should I  get more, more, 
more in fo rm a tio n ? ” More in fo rm atio n  obv iously  w il l  c o s t him 
money and tim e . Should he d e la y , should he go in  and look 
fo r  more in fo rm a tio n , h im self?  I t  depends upon th e  expected  
value of th e  in fo rm a tio n ; how much more c e r ta in  w i l l  he be 
th a t  th e  d e c is io n  i s  r ig h t  i f  he g e ts  th e  in fo rm a tio n , and
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how much w il l  th e  in fo rm atio n  c o s t .
I t ’ s th a t  r e la t io n s h ip ,  h e re , th e n , th a t  i s  what we 
c a l l  th e  a r t  of management — w hat, o b v io u sly , i s  th e  a r t  o f 
management v e rsu s  th e  sc ien ce  o f management. And, management 
today  i s  an a r t ;  m anagem ent-inform ation and th e  system s 
r e l a t i n g  to  management a re  an a r t ,  th ey  a re  no t a sc ie n c e .
You can surround them—we have, in  c e r t a in  i s o la te d  c a te g o r ie s  
where we had a budget perhaps much to o  la rg e  fo r  a p a r t i c u la r  
jo b  a t  hand, we surrounded some o f th e se  w ith  th e  most p ro ­
f e s s io n a l ,  s o p h is t ic a te d  system s you ever saw in  your l i f e — 
th e  kind o f th in g  th e  Harvard B usiness Review wouldn’t  p r in t  
because i t ’ s too  s o p h is t ic a te d —and, we s t i l l  made m is tak e s .
The m anagem ent-inform ation system  n ec essa ry  to  sup­
p o rt th e  m anager’ s jo b  may be broken down in to  fo u r  major 
b lo ck s , to  pu t i t  in  some boxes. In l i f e ,  n o th in g  i s  in  
boxes b u t, to  t r y  to  put i t  in  fo u r sim ple boxes, d e f in e  what 
the boxes a re  and th a t  a sp e c t o f  th e  com puter which can be 
used—f i r s t  box, s t r a t e g ic  p la n n in g ; second box, management 
c o n t ro l ;  t h i r d  box, o p e ra tio n s  c o n t ro l ;  fo u r th  box, f in a n ­
c i a l  ac co u n tin g — s tr a te g ic  p la n n in g , management c o n tro l ,  
o p e ra tio n s  c o n t ro l ,  f in a n c ia l  ac co u n tin g —th e  fo u r a re a s  o f—
in  w hich  we w i l l  t r y  t o  d i s c u s s  m an a g e m e n t- in fo rm a tio n  sy s te m s .
I  don’t  th in k  we should l e t  th e  term  " s t r a te g ic
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p lan n in g "  throw  u s . Now, a l l  com panies, la rg e  o r sm all, 
should p la n , do p la n ; one way or a n o th e r , should have some 
s o r t  o f o b je c t iv e s .  The jo b  o f d e te rm in in g  o p p o r tu n it ie s  o r 
d e te rm in in g  what o p p o r tu n it ie s  a re  a v a i la b le  and what r e ­
sources a re  now opened o r could be o b ta in ed  to  ta k e  advantage 
o f them i s  " s t r a te g ic  p la n n in g .” I th in k  th e  sm all company, 
th e  small-company o p e ra to r  th a t  doesn ’t  do t h i s ,  do esn ’t  p lan  
s t r a t e g i c a l l y  on some s o r t  o f b a s is  o r o th e r  i s  m issing  th e  
b o a t. I ’d be in c lin e d  to  say , in  to d a y ’ s environm ent, he 
i s  c o u r tin g  d i s a s t e r ;  th ey  a re  p la y in g  around th e  edges of 
th e  s ta tu s  quo in v o lv in g  th e  d ay -to -d ay  o p e ra t io n , not look ing  
down th e  road and n o t ,  im p o rta n tly , o rg an iz in g  h is  whole man­
agem en t-in fo rm ation  p o in t o f view tow ard th a t  which i s  an
o v e r - a l l  p ro je c t io n  o f what he wants to  get out o f  th e  company,
how he wants to  u t i l i z e  h is  re s o u rc e s .
S tra te g ic  p lan n in g  can be broken down q u i te  sim ply 
fo r  a sm all b u s in e ss ; I th in k  i t ’ s w orthw hile pausing  and
m ention ing  i t .  I t  s t a r t s  w ith  an u n d ers tan d in g  o f w hat’ s 
going on in  th e  environm ent o f th e  o rg a n iz a tio n —th e  g en e ra l 
economic environm ent, th e  i n d u s t r i a l  environm ent, m arketing  
environm ent, th e  co m p etitio n  th a t  su rrounds him and th a t  which 
su r ro u n d s  t h e  u t i l i z a t i o n  o f  h i s  r e s o u r c e s —a n d , t h i s  ty p e  o f
in fo rm a tio n  i s  p r e t ty  e a s i ly  a c q u ired  th ro u g h  in d u s t r i a l
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p u b l ic a t io n s . You haven’t  got to  be a Ph.D econom ist to  f i g ­
u re  i t  o u t—b u t, th rough  in d u s t r i a l  p u b l ic a t io n s ,  th rough  
b u sin ess  m agazines, th rough  f in a n c ia l  p u b l ic a t io n s ,  th rough  
new spapers, th em se lv es, you can get a p r e t ty  good u n d erstan d ­
in g  o f w hat’ s going on in  th e  world and what a l l  th o se  econom­
i s t s  th in k  i s  going to  happen down th e  ro ad . And, in  many 
sm all b u s in e sse s , " lo n g -ra n g e , s t r a t e g i c  planning” i s  “one 
y e a r .” I f  you can get them to  do t h a t ,  you a re  doing p r e t ty
w ell.
From th o se  sou rces he can get a p r e t ty  good f i e l d  
and , i f  he has a management th a t  su rrounds him w ith  some kind 
o f  i n t e l l e c t u a l  th o u g h t, he can use them a s  a sounding board; 
w ithout them, he can a lso  use you, h is  number-one c o n s u lta n t ,  
in  e f f e c t ,  in  te rm s o f  w hat’ s going to  happen, how w il l  i t
a f f e c t  me.
Okay, q u i te —w ith  t h a t ,  he can say , "Here i s  w hat’ s 
going to  happen, h e r e ’ s th e  kind o f  o b je c t iv e s  I  ought to  la y  
o u t fo r  m yself over th e  next y ear o r  two; here a re  th e  th in g s  
I  ought to  do in  term s o f th e  m arket. I am an o ld  man w ith  
th re e  sons, a l l  i d i o t s ;  I ’ve got to  b rin g  some fe llo w  u p .” 
T h a t’ s th e  o b je c t iv e ,  "management deve lopm en t.” He makes a 
re v ie w  o f  h i s  r e s o u r c e s  and s o r t  o f  s i t s  b a c k , and you a r e  
th e  b es t person  in  th e  world to  s i t  back w ith  i t .  "H ere’ s what
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my competence a s  a management i s ,  here a re  my re so u rc e s  in  
te rras o f  m anufactu ring  c a p a b i l i ty ;  here  a re  my c a p a b i l i t i e s  
in  te rm s o f  f in a n c e , and th e  r e s t  o f i t .  S i t  back and o rgan­
iz e  th e  r e s o u rc e s , compare them a g a in s t  th e  o b je c t iv e s ,  match 
them up and f ig u re  out some p la n s  and p o l ic ie s  fo r  a c h iev in g
th e  o b je c tiv e  or changing th e  o b je c tiv e s  a l i t t l e  b i t  because 
you haven’t  got th e  re so u rc e s  to  get t h e r e . ”
Okay, t h a t ’ s “s t r a t e g ic  p la n n in g ,” th e  whole to p  
o f th e  bund le , th e  base from which a l l  th e  r e s t  o f p la n s , 
management in fo rm a tio n —th e  base from whence th e y  a l l  sp r in g . 
S tr a te g ic  p la n n in g , th e n , r e q u ir e s  in fo rm atio n  th a t  i s  t y p i ­
c a l ly  no t p rep ared  on a com puter, o r even by th e  acco u n tin g  
departm en t; i t ’ s p repared  on a n o n -ro u tin e  b a s is  from economic 
s tu d ie s  or economic u n d e rs ta n d in g s , no t n e c e s s a r i ly  s tu d ie s  
t a i l o r e d  to  th e  s p e c if ic  need o f th e  problem .
Now, fo llo w in g  s t r a t e g ic  p lan n in g  comes th e  manage­
m e n t-c o n tro l a sp e c t o f t h i s  th in g  c a l le d  "MIS.” To see th a t  
g o a ls  a re  ach iev ed , management w i l l  now d i r e c t  th e  u ses  o f 
re so u rc e s  a ss ig n e d  to  i t —d ir e c t  th e  u ses o f re so u rc e s  a ss ig n ed  
to  i t .  This d i r e c t io n  i s  c a l le d  "management c o n t r o l , ” which 
i s  accom plished th rough  p lan n in g , s e t t in g  su b g o a ls , most 
o f te n  c a l le d  "b u d g e ts ,” on s a le s ,  c o s ts  and expenses—th e  
o rd in a ry  expense budget, s a le s  budget and so f o r th  we a re
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fa m il ia r  w ith . Here we have th e  in fo rm atio n  system , and we 
a re  most f a m il ia r  w ith  i t ;  i t  in v o lv es  th e  ro u tin e  f in a n c ia l  
re p o r t  fo r  use by management c o n t ro l ;  th e  use of a v a i la b le  
re s o u rc e s . Management c o n tro l  r e q u ir e s  in fo rm atio n  on th e se  
k inds o f  th in g s  in  te rm s o f t h e i r  p e rcen tag e  o f s a le s  by 
p ro d u c t, c l a s s  and t e r r i t o r y ,  a r e s u l t  o f m arke ting  r e s e a rc h , 
fo re c a s t  o f s a le s  by s u p e rv is o rs , new -product p la n s , com peti­
t o r s ' m arketing  a c t i v i t i e s ,  p ro d u c tiv i ty  m arg ins, p ro d u c tio n  
capa c i ty ,  d i r e c t  c o s ts ,  s a le s  prom otion c o s ts  and r e p o r ts  
com paring a c tu a l  to  budgeted r e s u l t s .
Im p o rtan tly , w hile th e  computer i s  capab le  of making 
a v a lu a b le  c o n tr ib u t io n  to  th e  p ro c e ss in g  o f p ie c e s  o f  manage­
m en t-co n tro l in fo rm a tio n —p ie c e s —you know, c la s s e s  o f  t r a d e ,  
by p ro d u c t, c la s s  o f tr a d e  s t a t i s t i c s  and in fo rm a tio n  a l l  
b o ile d  down in to  some s o r t  o f  n ic e ,  ex c ep tio n  r e p o r t - - th e  com­
p u te r  i s  w onderfu lly  com patib le and com petent in  coming out 
w ith a n ic e  l i t t l e  r e p o r t  summarizing a l l  t h i s  in fo rm a tio n , 
ta k in g  th e  b as ic  s a le s  d a ta  in  and coming up w ith  som ething 
to  make some kind o f sen se—a p ie ce  o f  management c o n tro l ,  a 
p ie ce  of th e  d a ta  n ecessa ry  fo r  management c o n t ro l ,  but th e  
computer cannot be expected  to  put to g e th e r  th e  whole th in g  
in to  some s o r t  o f m eaningful u n d erstan d in g  o f  what we a re  do ing , 
o r  i t  cannot be expected  to  make d e c is io n s ,  and i t  won’t ,  fo r
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some tim e to  come—maybe n ev e r.
S tra te g ic  p la n n in g , management c o n t ro l ;  n e x t, th e  
o p e ra tio n s  c o n t ro l ,  a n o th e r d iv is io n  o f  t h i s  th in g  c a l le d  
"MIS,” to  a s su re  th e  s p e c if ic  ta s k  of perform ance. The in ­
fo rm ation  req u irem en ts  a re  r o u t in e ;  in  c o n tra s t  to  management-
c o n tro l  in fo rm a tio n , th ey  a re  o f te n  n o n - f in a n c ia l  and r e a l ­
tim e . O perations c o n tro ls  invo lve  th o se  a c t i v i t i e s  which 
may be ty p ic a l ly  programmed, such a s  p ro d u c tio n  sc h ed u le s , 
in v e n to ry  c o n t ro l ,  la b o r  c o s ts  c o n t ro l ,  p e rso n n e l g rad in g , 
c r e d i t  c o n tro l  and th e  l ik e .  In c o n tra s t  to  management con­
t r o l s  which we have j u s t  d isc u sse d , which r e s u l t  in  non- 
programmed d e c is io n s , th e  com puter may conceivab ly  be used to  
make d e c is io n s  in  th e  a rea  o f o p e ra tin g  c o n t ro ls .  In  Inven to ry  
c o n t ro ls ,  fo r  exam ple, you can program a form ula; th e  form ula 
say s , when we get to  "X" balance of in v e n to ry , we do ”X” 
th in g s ;  we e i th e r  buy o r we run  out and b rin g  in  som ething 
from the outside, or whatever i s  nece ssary.
The computer i s  w onderfu lly  capab le  o f  doing t h i s  
kind o f d e c is io n  making, and th e  computer has p robab ly  i t s  
la r g e s t  a p p l ic a t io n  in  term s o f  MIS to  t h i s  a re a .
So f a r ,  we have d isc u sse d  th e  in te rn a l- r e c o rd in g  
sy stem  o r  th e  MIS sy s tem  in  te rm s  o f  e x t e r n a l  r e p o r t i n g ,  
s t r a t e g ic  p la n n in g , management c o n tro l  and o p e ra t io n s  c o n tro l .
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The o th e r  e lem en t, th e  o v e rr id in g  e lem en t, th e  elem ent we a re  
somewhat f a m il ia r  w ith , i s  f in a n c ia l  a c co u n tin g —acco u n tin g  
fo r  r e g u la to ry  a g e n c ie s , ta x  re c o rd s , c r e d i to r s  and th e  pub­
l i c .  T his i s  th e  e x te rn a l  and f in a n c ia l-a c c o u n tin g  system , 
th e  key to  which i s  o b je c t iv i ty  and th e  r u le s  o f which a re  
known to  you, I  b e l ie v e , as  th e  g e n e ra lly  accep ted  accoun ting  
p r in c ip le s  which app ly  to  a l l  s i t u a t io n s .
We a re  a l l  aware th a t  f in a n c ia l  r e p o r ts  a re  no t
n e c e s s a r i ly  th e  k in d s o f  r e p o r ts  th a t  g ive us r e le v a n t in f o r ­
m ation fo r  management c o n t ro l .  Some o f th e  re a so n s , some of 
th e  com parisons a r e ,  th e  e x te rn a l  r e p o r t in g  system  uses f u l l  
a b s o rp tio n  of overhead, whereas management d e c is io n s  may f in d  
th e  d i r e c t  o r m arg inal c o s t more a p p ro p r ia te  in  making b u s in e ss  
d e c is io n s ;  i t  may use h i s to r ic  c o s t ,  whereas in te r n a l  re c o rd ­
ing  i s  more concerned w ith  e s tim a te d , fu tu re  o u t-o f-p o c k e t 
c o s t .  E x te rn a l system s may be concerned more w ith  accuracy  
th an  in  prom ptness, whereas th e  o th e r  s a c r i f i c e s  in fo rm atio n  
fo r  prom ptness—not n e c e s s a r i ly  th e  p re c is e  d o l la r s  and c e n ts . 
T y p ic a lly , th e  f in a n c ia l  ac co u n tin g  th en  c o n s is ts  
o f ro u tin e  f in a n c ia l  r e p o r t s ,  b a la n c e s , p r o f i t  and lo s s  and 
th e  r e s t ,  p rep ared  by s t a f f  groups and used by management 
r e p o r t in g  to  th e  o u ts id e  w orld. Im p o rta n tly , o f  c o u rse , th e  
com puter has a g re a t a p p l ic a t io n ,  speed ing  up th e  acco u n tin g .
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With re fe re n c e  to  th e  f i r s t  c a se , i f  we speed up th e  ac co u n t­
ing  and j u s t  sa id  th e  f in a n c ia l  acco u n tin g  i s  an elem ent o f 
th e  MIS system , we, by d e f in i t io n ,  a re  say ing  th a t  th a t  has 
got to  be an a id  in  th e  improvement of th e  MIS system , o v er­
a l l .
In  summary, th e  sm all b u s in e ss  must f i r s t  decide 
how i t  wants to  use th e  com puter— speeding up acco u n tin g  o r , 
going f u r th e r  down th e  ro a d , to  b e t t e r  management in fo rm a tio n . 
The r e a l  p o te n t ia l  l i e s  in  th e  secondary a re a ;  o b v io u s ly , a 
m anagem ent-inform ation system  must be based on a n a ly s is  o f 
d e c is io n s  made, not on th e  d a ta  t h a t ’ s a v a i la b le .  The MIS 
p ro v id es  in fo rm atio n  which covers th e  whole range o f company 
a c t i v i t y ,  no t a p iece  o f i t —th e  whole ran g e . The computer 
i s  no t a p p lic a b le  to  s t r a t e g ic  p la n n in g , th e  b ig  box; sup­
p o r ts  m anagem ent-control a s p e c ts  o f management in fo rm a tio n . 
I t ’ s a g re a t help  to  th e  o p e ra t in g -c o n tro l  s e c tio n  and p ro ­
v id e s  a b a s is  o f speeding up f in a n c ia l  ac c o u n tin g . Thank you. 
[A pplause]
CHAIRMAN HAMRICK: Thank you very  much, Mr. Loyd.
Our next speaker i s  Mr. F e lix  Kaufman, He i s  a P a r tn e r  in  
th e  firm  of Lybrand, Ross B ro th ers and Montgomery. He i s  
th e  f irm ’ s A s s i s t a n t  D i r e c to r  o f Management C o n su ltin g  S er­
v ic e s  and he i s  a g raduate  of th e  U n iv e rs ity  o f  Chicago, where
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he re c e iv e d  h is  AB, MBA and Ph.D D egrees. He has tau g h t 
acco u n tin g  and r e la te d  su b je c ts  in  se v e ra l u n iv e r s i t i e s .
Mr. Kaufman i s  a Member o f  th e  Management S e rv ice s  Committee
of th e  AICPA and a Member of th e  I n s t i t u t e  ad hoc Committee
on Com puters, and he began h is  c a re e r  in  d a ta  p ro c e ss in g  when 
he jo in e d  th e  RCA Bismark P ro je c t in  1953; s in ce  th en  has 
been a fre q u en t speaker and w r i te r  on EDP s u b je c ts .  His 
p u b lic a t io n s  in c lu d e  th e  book, " E le c tro n ic  Data P ro cessin g  
in  A u d itin g , 1960."
Mr. Kaufman’ s to p ic  w i l l  be "The S ta tu s  of I n te ­
g ra te d  In fo rm atio n  System s," and i t ’ s my p le a su re  to  p re se n t 
Dr. Kaufman. [A pplause]
MR. FELIX KAUFMAN [New York; Member, AICPA Computer 
Com m ittee]: Thank you, Mr. Hamrick, and good a f te rn o o n , 
gentlem en. Pardon me w hile I  t r y  to  r a i s e  t h i s .  I  guess I  
am th e  J o l ly  Green G iant! Looks l ik e  I  don’t  know how to  r a i s e  
i t ,  but I  guess you can hear me. You can see what my capa­
b i l i t i e s  a re  in  co n n ec tio n  w ith  e le c t ro n ic  equipm ent! [Laught­
e r ]
D iscu ssin g  th e  s ta tu s  o f in te g ra te d  system s in  tw enty
m inutes i s  a fo rm idab le  assignm en t. Computer men have been
a rg u in g  in d e c is iv e ly  about what in te g ra te d  system s a re  fo r  
te n  y e a rs , and a ls o  abou t what m anagem ent-inform ation system s
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a r e ,  but we d id n ’t  s t a r t  u sin g  th a t  te rm ino logy  u n t i l ,  more 
r e c e n t ly ,  we have been arg u in g  as to  what has been ach ieved  
ju s t  a s  lo n g , and th e re  i s  p r a c t i c a l ly  n o th in g  in  th e  way o f 
a measured survey to  give us a s t a t i s t i c a l  in d ic a t io n ,  so I 
th in k  i t ’ s a tough su b je c t to  ge t a handle on and , a c c o rd in g ly , 
fo rm idab le fo r  a tw enty-m inute t a l k —which, in c id e n ta l ly ,  
rem inds me t h a t ,  j u s t  th e  o th e r  day, I  heard  th e  problem  o f 
being in  a hu rry  lik e n ed  to  t r y in g  to  read  Playboy w ith  your
wife tu rn in g  th e  pages.
In  a more s e r io u s  v e in , I  want to  say th a t  th e  bulk 
o f th e  EDP ex p erien ce  and my own, a l s o ,  in v o lv e s  la rg e  and 
medium-sized com panies; th e r e fo r e ,  i t ’ s d i f f i c u l t ,  perhaps 
im p o ss ib le , to  d isc u ss  t h i s  m a tte r  in  a small-company c o n te x t. 
However, I  f irm ly  b e lie v e  th a t  some o f  th e  o b se rv a tio n s  I 
hope to  make t h i s  a f te rn o o n  can be r e la te d  by you to  a sm a ll-  
company c o n te x t. In  e f f e c t ,  th e n , I  b e lie v e  th a t  in te g ra te d  
system s to  app ly  a c ro s s  th e  board , but i t  i s  only  lo g ic a l  th a t  
th e  p io n e e rs , th e  la rg e  com panies, would have had th e  bulk  
o f th e  ex p erien ce  in  a tte m p tin g  to  develop th e se  c a p a b i l i t i e s .
I  co ld  have a ls o  c a l le d  t h i s  t a l k  "P ro g ress  Toward 
T o ta l System s," o r "Evolving Toward a Management In fo rm atio n  
S y s te m ."  No o f f e n s e  in te n d e d  to w a rd  J e r r y  Loyd, but th e se  
a re  th e  " in "  p h ra se s , th e se  days. P r a c t i t io n e r s  don’t  th in k
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th ey  a re  e x a c tly  in te rc h a n g e a b le , but th ey  do belong in  th e  
same fam ily ; however, a s  I  have sa id  a t  th e  b eg in n in g , we 
have g re a t d i f f i c u l t y  in  say ing  what " in te g ra te d  system s” a r e ,  
and I  th in k  we have even more d i f f i c u l t y  in  say ing  what a 
"management in fo rm atio n  system ” i s .  However, I do b e lie v e  th a t  
we a l l ,  g e n e ra l ly —th a t  i s ,  we, in  th e —among th e —in  th e  
com puter w orld, have a f e e l in g  as  to  what i s  happening a s  we
proceed  tow ard g o a ls  th a t  a re  somewhat hard to  d e f in e  but fo r
which we have a g en e ra l a p p re c ia t io n . Let me s t a t e  th e se  b as ic
p rem ises in  t h i s  co n n ec tio n .
Most com panies, la rg e  ones and sm all ones, embrace 
a number o f se p a ra te ly -d e s ig n e d  in fo rm a tio n -p ro c e s s in g  system s; 
two, a l l  precom puter d a ta -p ro c e s s in g  c a p a b i l i t i e s  have been 
s e r io u s ly  l im ite d  in  t h e i r  a b i l i t y  to  t i e  th e se  se p a ra te  in ­
fo rm ation  system s to g e th e r ;  th r e e ,  th e  com puter makes i t  
p o s s ib le  to  se t out th e  l in e s  o f a much more h ig h ly  co o rd in a ted  
arrangem ent and, fo u r , what u l t im a te ly  emerges w i l l  be a much 
la rg e r  system  w ith in  a company in  which th e  o r ig in a l  system s 
a re  probab ly  now subsystem s and t h e i r  p resence  i s  no t l ik e ly  
to  be co nsp icuously  e v id e n t.
Now, w ith  t h i s  as  background, gentlem en, i t ’ s my 
i n t e n t i o n  to  t r y  to  e x p la in  so m e th in g  a b o u t t h e  s t a t u s  o f  
in te g ra te d  system s by look ing  a t  some i l l u s t r a t i o n s ,  most o f
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which re p re s e n t a c tu a l  developm ents in  th e  f i e l d ,  to  d a te , 
and I  w il l  do t h i s  th rough  th e  use o f some s l i d e s .  Can we
dim th e  l i g h t s  back th e re  a l i t t l e  b i t?  Not to o  much! Okay,
thank  you.
To begin w ith , my company has o p e ra t io n s  th roughout 
th e  U nited S ta te s  and th ey  have been perform ing  t h e i r  p a y ro ll  
on a d e c e n tra l iz e d  b a s is .  In  t h e i r  f i r s t  s te p  in to  EDP, th e y  
decided  th a t  th ey  w il l  go a f t e r  th e  p a y ro l l  a p p l ic a t io n  and, 
a lth o u g h  th e  c e n t r a l iz a t io n  o f th e  p ro cess  i s  no t shown on th e  
s l id e ,  in  your mind’ s eye you should contem plate th a t  what 
t h i s  company has done i s  to  c e n t r a l iz e  o p e ra tio n s  th a t  had 
fom erly ta k en  p lace  in  d i f f e r e n t  lo c a t io n s  th roughou t th e  
co u n try  and, a c c o rd in g ly , I  would l ik e  to  c a l l  your a t t e n t io n ,  
th e n , to  my f i r s t  p o s tu la te  concern ing  in te g r a t in g ,  and th a t  
i s  th a t  EDP f a c i l i t a t e s  th e  c e n t r a l i z a t io n  o f l ik e  o p e ra t io n s .
My company proceeded nex t to  th e  o b se rv a tio n  th a t  
i t s  p e rso n n e l a c t i v i t i e s  tended  to  use th e  same body o f  in ­
fo rm ation  th a t  had been employed in  co n n ectio n  w ith  th e  p a y ro ll  
a c t i v i t y  and, a c c o rd in g ly , th ey  saw an o p p o rtu n ity  to  e lim in a te  
a body o f redundant in fo rm a tio n  in  t h e i r  company, a p a r t  o f  
th e  same f i l e  m ain ta ined  in  two d i f f e r e n t  lo c a t io n s ,  and 
th e re fo re  th ey  th en  proceeded to  th e  enlargem ent of th e  pay­
r o l l  a p p l ic a t io n  by making th e  f i l e  th a t  fo rm erly  d e a l t  w ith
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th e  p a y ro ll  a ls o  d ea l w ith  t h e i r  p e rso n n e l a c t i v i t i e s  under 
th e  same um brella and, a c c o rd in g ly , p o s tu la te  number th re e  
i s ,  e le c t ro n ic  d a ta  p ro c e ss in g  f o s te r s  th e  c o n s o lid a tio n  of 
f i l e s  c o n ta in in g  common d a ta ,  o r c o n ta in in g  segments o f com­
mon in fo rm a tio n .
The same company, in  a h y p o th e tic a l s i t u a t io n — 
a c tu a l ly ,  I  don’t  know why I  sa id  " h y p o th e t ic a l .” What I  am 
abou t to  say r e a l l y  happened. The Vice P re s id e n t o f I n d u s t r ia l  
R e la tio n s  found h im se lf n e g o t ia t in g  w ith  a la b o r  un ion—a 
f a i r l y  common c ircum stance  a t  th e  p re se n t tim e . The q u es tio n  
th a t  he alw ays r a i s e s  in  a s i tu a t io n  l ik e  t h i s  i s ,  "What i s  
th e  most econom ical c a p i tu la t io n ;  how s h a l l  I  give up in  such
a way th a t  i t  w il l  co s t us th e  le a s t? "
What i s  r e q u ire d , h e re , e f f e c t iv e ly ,  i s  runn ing  o f  
dummy p a y ro l ls  fo r  d i f f e r e n t  assum ptions and , a c c o rd in g ly , 
in  th e  nex t p ic tu r e ,  my c l i e n t  has embraced th e  n o tio n  t h a t ,  
w ith  h is  p a y ro ll  o p e ra tio n , by a c tu a l ly  runn ing  i t  on a f i c ­
t i t i o u s  b a s is  and su b o rd in a tin g  th e  r e s u l t s  a f t e r  he has 
used them, th a t  he can now use th e  p a y ro ll  o p e ra tio n  a s  a 
p lan n in g  v e h ic le  and, a c c o rd in g ly , P o s tu la te  Number Three 
i s  th a t  e le c t ro n ic  d a ta  p ro c e ss in g  o f f e r s  th e  p o s s i b i l i t y  o f  
p la n n in g , u sin g  a p p l ic a t io n s  th a t  were developed fo r  d a y - to -
day o p e ra t io n a l  p u rp o ses—a phenomenon th a t  we have never seen
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b efo re  and one whose use we have seen very l i t t l e  o f so f a r ,  
but i t  a c tu a l ly  has happened.
I  now tu rn  your a t t e n t io n ,  in  o rd e r  to  co n tin u e  t h i s  
developm ent, to  a second company. My second company i s  con­
cerned w ith  th e  use o f  EDP fo r  an o rd e r -p ro c e s s in g  a p p l ic a ­
t io n  or f u l f i lm e n t .  Now, I  w i l l  not show th e  s ta tu s  quo fo r  
t h i s  company b efo re  i t  makes i t s  f i r s t  move to  EDP b u t, in  
e f f e c t ,  I  w il l  begin a f t e r  i t  has decided  upon a major s tep  
in to  EDP, and my words w i l l  have to  s u f f ic e  in  o rd e r to  p e r ­
m it you to  make th e  c o n t r a s t .
In t h i s  s i tu a t io n  you w il l  n o tic e  th a t  t h i s  company 
se rv e s  w arehouses; th ey  a re  no t e f f e c t iv e ly  d ep ic te d  on th e  
s l i d e ,  but they  a re  lo c a te d  a l l  over th e  co u n try . O rders come 
in  from jo b b e rs ;  th e  computer p ro c e sse s  th e  o rd e r , makes an 
a p p ro p r ia te  upd atin g  to  custom er re c o rd s  and in v e n to ry  d a ta  
and a s a le  a n a ly s is ,  a l l  in  a symbol in  th e  low er r ig h t-h a n d  
c o rn e r , d e p ic tin g  th e  use of a random -access memory and , a c ­
c o rd in g ly , in  due co u rse , as w ell a s  u p d a tin g  th e  r e c o rd s ,  i t  
produces in v o ic e s  which go back to  th e  warehouses where
m erchandise p ic k in g  o cc u rs . I t  i s  not f e a s ib le  fo r  you to
see t h i s  because I  d id n ’t  p re se n t th e  o r ig in a l  s t a tu s  quo, 
but I  want to  make th e  o b se rv a tio n , w ith  r e s p e c t to  what 
happens, h e re , P o s tu la te  Number Fo u r, and th e  most obvious
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one, i s  t h a t ,  a s  you in te g ra te  o p e ra t io n s , th e  com puter w ill  
p u l l  to g e th e r  la rg e  numbers o f a c t i v i t i e s  fo rm erly  perform ed 
s e p a ra te ly ,  on a s p e c ia liz e d  b a s is .
My second c l i e n t ,  in  th e  nex t in s ta n c e , sa y s , "W ell, 
perhaps I have an o p p o rtu n ity  to  reduce th e  le ad  tim e in  
f i l l i n g  o rd e rs  by in te g ra t in g  my computer w ith  com m unications,” 
and he i n s t a l l s  what might be an o n - l in e  system , what might 
be an o n - l in e / r e a l - t im e  system  so th a t  i t  w il l  respond v ery  
r a p id ly  to  th e  flow  o f  o rd e rs  from jo b b e rs . He a lso  f in d s  
i t  e x p e d itio u s  to  t e l l  h is  jo b b e rs —and, th e y  don’t  work fo r  
him; th e y  a re  f re e  a g e n ts —th a t  th e  equipment th ey  w il l  use 
to  tra n sm it o rd e rs  to  him w il l  be lo c a te d  in  th e  w arehouses, 
each o f which i s ,  g e n e ra lly  speak ing , con tiguous to  a group 
o f acco u n ts  o r jo b b e rs  and, a c c o rd in g ly , in  th e  nex t s tag e  o f 
s o p h is t ic a t io n ,  my c l i e n t  has mated h is  com puter o p e ra tio n  
to  com m unications and can do ev e ry th in g  s u b s ta n t ia l ly  f a s te r  
th an  he fo rm erly  d id .
My p o s tu la te s  in  t h i s  co n n ec tio n  a r e ,  one, th a t
EDP can sh r in k  th e  tim e dim ension in  EDP and a lso  re a c h  out
beyond your own company and a l t e r s  your r e la t io n s h ip s  w ith
your custom ers, w ith  your vendors and w ith  o th e r s .  In  th e  
n e x t s te p  in  t h i s  p r o g r e s s io n ,  lo o k in g  on th e  ex trem e  r i g h t  
o f th e  s l i d e ,  you see some ty p e w r ite r  sym bols, and we a re
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d e p ic tin g  a p ro p o s itio n  now made a v a i la b le  by te c h n o lo g ic a l 
c a p a b i l i ty  th a t  you and I ,  i f  we a re  m anagers, can communi­
c a te  d i r e c t ly  w ith  la rg e  bod ies o f  in fo rm atio n  and , a c c o rd in g ly , 
P o s tu la te  Number S ix  i s  th a t  EDP as  i t  in te g r a te s ,  s u b s ta n t ia l ly  
a l t e r s  r e p o r t in g  needs and re p o r tin g - tim e  re q u ire m e n ts .
And, f i n a l l y ,  w ith re s p e c t to  t h i s  s e t o f  p ic tu r e s ,  
th e  one th in g  th a t  we have added here in  th e  l a s t  s l id e  i s  
th e —down a t  th e  bottom —my computer i s  now aware o f th e  r e ­
p lenishm ent problem ; i t ’ s been keeping t r a c k  o f in v e n to r ie s
and we have now designed  i t  to  a degree o f s o p h is t ic a t io n  such 
th a t  i t  can communicate and comprehend th e  r e la t io n s h ip  o f 
m anufactu ring  to  d i s t r ib u t io n  and , a c c o rd in g ly , we can now 
say , w ith  re s p e c t to  th e  l a s t  p ro p o s it io n , th a t  EDP v a s t ly  
expands th e  scope o f system s th in k in g  and su g g ests  th a t  th e re
can be a much b e t te r  c o o rd in a tio n  o f  m ajor, in te rd e p en d e n t
but r e l a t i v e l y  independent fu n c tio n s —independent in  th e  sense 
of th e  way in  which th ey  have o p e ra te d , b e fo re .
Now, so f a r ,  gentlem en, ev e ry th in g  th a t  I  have sa id  
may e x is t  to  a l im ite d  deg ree—b u t, e x i s t s .  I  though t i t  
would be in  o rd e r  i f  I  provoked your im ag in a tio n  in  term s o f
some o f th e  th in g s  th a t  might happen a s  we d r iv e  our system s
to  h ig h er d eg rees o f in te g r a t io n ,  and I though t th a t  I  would 
o r ie n t  t h i s  p ro v o ca tio n  to  your s p e c ia l  i n t e r e s t —where might
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we be heading in  term s of c a p a b i l i ty  o f  th e  com puter to  marry 
i t s e l f  to  th e  perform ance of th e  f in a n c ia l - r e p o r t in g  fu n c tio n — 
and, a c c o rd in g ly , w ith  th a t  p ro v iso  in  mind, w ith  th a t  q u a l i ­
f ic a t io n ,  I  would l ik e  to  show you some w ild  b lue yonder s l id e s  
in d ic a t in g  what we might f i n a l l y  come to .
In  c a se —alth o u g h  I  am in  some degree o f hazardous
s i tu a t io n  i f  you th in k  th a t  t h i s  i s  a lre a d y  p r e t ty  w ild  blue 
yonder. T his i s  what I  would l ik e  to  c a l l  to  your a t t e n t io n .  
E a r l i e r ,  you observed th a t  I  p re se n te d  fo r  your a t t e n t io n  a 
s l id e  in  which I  used a p a r a l l e l  a p p l ic a t io n  fo r  p lan n in g  
p u rp o ses . I  now pu t befo re  you, one, a p a r a l l e l  a p p l ic a t io n ,  
a m anufactu ring  a p p l ic a t io n  and an o rd e r-p ro c e ss in g  a p p l ic a t io n ,  
and each o f th e se  a p p l ic a t io n s  i s  com puterized . T h a t’ s what 
my b lack  re c ta n g le  r e p r e s e n ts ,  and th e  red  l in e s  w ith  th e  
’’Ones” on them in d ic a te  t h a t ,  i f  I  p rov ide  each of th e se  ap­
p l ic a t io n s  r e s p e c t iv e ly  w ith , one, a tim e c a rd ; two, a jo b  
card  and , th r e e ,  a custom er o rd e r , th e se  a p p l ic a t io n s  w ill  
c y c le  th rough  t h e i r  p ro c e s se s . They w il l  do many th in g s ,  but 
they  w ill  a ls o  produce an impact on th e  g e n e ra l le d g e r .
And, t h i s  i s  a l l  q u i te  co n v en tio n a l and so a t  t h i s  
p o in t I  say , th e se  com puterized a p p l ic a t io n s  w il l  feed  th e  
g en e ra l le d g e r which, in c id e n ta l ly ,  i s  p robab ly  com puterized 
a l s o ,  so th e  flow  from Scheme One, Phase One, i s  to  produce
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p o s tin g s  r e f l e c t i n g  th e  a c tu a l  t r a n s a c t io n s .
Now, l e t ’ s see where we can go from h ere . In  th e
second in s ta n c e , down a t  th e  bottom , where I  have a custom er 
o rd e r coming in ,  in  accordance w ith  what J e r ry  Loyd to ld  you,
I am going to  l e t  th a t  custom er o rd e r ta k e  me below th e  r e ­
o rd e r  le v e l  on th a t  k ind of s to ck  and cause me to  go in to  a
rep len ish m en t c o n d itio n , and I  am going to  f u r th e r  assume 
t h a t ,  when I  r e p le n is h ,  I  do so by m anufactu ring , no t by buy­
ing  from an o u ts id e  vendor; th e r e f o r e ,  i f  you w il l  focus 
your a t t e n t io n  on th e  arrow s la b e l le d  "Two,” you w i l l  observe 
th a t  what I  am p roposing  i s  t h i s —t h a t ,  coming out o f o rd e r 
p ro c e s s in g , I have c re a te d  a p ro d u c tio n  o rd e r; i t ’ s a conse­
quence o f  th e  impact o f p ro c e ss in g  a custom er o rd e r , and th a t  
p ro d u c tio n  o rd e r , r e a l l y ,  in  th e  case o f th e se  com puter a p p l i ­
c a t io n s ,  can t r i g g e r  a s e r ie s  of e v e n ts / t r a n s a c t io n s .  None 
o f them have occurred b u t, in  term s o f  th e  model th a t  we have 
b u i l t ,  we know, on a s ta n d a rd  b a s is ,  what th e y  w il l  be and, 
a c c o rd in g ly , I  can now see th e  emergence of a tw o -p a rt le d g e r  
in  which I  can s im u ltan eo u sly  carry , one, a c tu a l  t r a n s a c t io n s  
and , two, p o s tin g s  r e f l e c t i n g  im p lied  t r a n s a c t io n s .  Im plied  
t r a n s a c t io n s  a re  th e  r a m if ic a t in s  o f  an even t which has a lre a d y
o cc u rred .
And, f i n a l l y ,  going s t i l l  f u r th e r  w ith  t h i s ,  I add
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to  t h i s  s l id e  down a t  th e  bottom , in  th e  lower le f t-h a n d  
c o rn e r , a document c a l le d  " f o r e c a s t ,"  and I  am say in g , l e t ’ s
s t a r t  no t w ith  an a c tu a l  o rd e r but a fo re c a s te d  c o n d itio n
and, by t r a c in g  th e  arrow s la b e l le d  "T hree ,"  I  am su g g estin g  
th a t  I  can come th rough  a l l  o f th e se  a p p l ic a t io n s ,  and th e se  
a p p l ic a t io n s  can fo re c a s t  th e  fu tu re  t r a n s a c t io n s  th a t  w il l  
r e s u l t  a s  a consequence o f p ro c e ss in g  th o se  o rd e rs , i f  we 
ge t them, s in ce  th ey  a re  f o r e c a s ts .
Now, gentlem en, I have a th r e e - p a r t  le d g e r  in  which 
th e  p o s tin g s  fo r  One a re  c o n v e n tio n a l; th e  p o s tin g s  fo r  Two 
a re  th e  im p lic a tio n s  o f  r e a l  e v e n ts , and th e  p o s tin g s  fo r
Three a re  th e  im p lic a tio n s  fo r  p a r t i c u l a r  e v e n ts  which we
th in k  have m e r it .  When do we ge t to  th i s ?  I  have no id e a .
Do we now have th e  te c h n o lo g ic a l c a p a b i l i ty  o f g e t t in g  to  
i t ?  N a tu ra l ly , I  don’t  th in k  I  would have brought i t  to  your 
a t t e n t io n  i f  I  d id n ’t  th in k  th a t  th e re  i s  a p o te n t ia l  fo r  
doing t h i s ,  a s  we move a lo n g .
W ell, where does t h i s  now leave  us? I  come back 
to  my o r ig in a l  p rem ise , th a t  what I was t r y in g  to  do was to  
make a p re s e n ta t io n  to  you which would e x p la in  th e  d i r e c t io n  
of in te g ra te d  d a ta  p ro c e s s in g , w ithout t r y in g  to  d e fin e  i t .
I  hope I  have accom plished t h a t .  For me, i t  s u f f ic e s  to  say 
t h a t ,  g iven  th e  new to o l s ,  th e  com puters and th e  so ftw ear
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going w ith i t  and th e  p o in ts  o f view th a t  have been now de­
veloped , to g e th e r  w ith  th e se  te c h n iq u e s , i t  i s  now p o s s ib le  
to  p rov ide  fo r  th e  c o o rd in a tio n  o f m ajor, in te rd e p en d e n t 
p a r t s  in  a much more au tom atic  manner th an  was p o s s ib le  be­
fo re ,  e x p lo i t in g  th e  f e a tu re s  th a t  I  have d e sc r ib e d  t h i s  
a f te rn o o n , and I  would l ik e  to  add th a t  th ey  can be e x p lo ite d  
in  te rm s o f an in d e f in i t e  s e t o f v a r ia t io n s —more o f t h i s ,  
more o f  th a t  and more o f som ething e l s e .
And, f i n a l l y ,  by way o f co n c lu s io n , s in ce  a l l  o f  
t h i s  f u r th e r s  th e  g e n e ra l f e e l in g  th a t  "What’ s l e f t  fo r  m an,”
I  thought I  would c a l l  to  your a t t e n t io n  th e  n a tu re  o f a 
spoof on acronym s. We seem to  use acronyms a l l  th e  tim e 
nowadays b u t, in  th e  Times y e s te rd a y , I  came a c ro s s  t h i s —a 
new acronym. I t ’ s s p e l le d , cap s , "M-A-N,” and i t  means, 
"M eaningless, a rc h a ic  n o n e n t i ty .” Thank you. [A pplause]
CHAIRMAN HAMRICK: Thank you very much, Mr. Kaufman.
Our nex t speaker i s  Mr. Robert B. N adel, in  charge o f manage- 
?
ment s e rv ic e s  in  th e  firm  of E rn s t , Hensel and Company, New 
York, New York; re c e iv e d  h is  BS Degree from Wharton School 
of F inance and Commerce; h is  LL Degree from Brooklyn Law
School and h is  MBA Degree from New York U n iv e rs ity . Mr.
Nadel i s  a Member o f th e  New York County Lawyers A sso c ia tio n , 
American I n s t i t u t e  o f  C e r t i f i e d  P ub lic  A ccountan ts, th e  New
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York S o c ie ty  o f C e r t i f ie d  Public A ccountan ts , He has l e c ­
tu re d  on system s o f d a ta  p ro c e ss in g  befo re  many p ro fe s s io n a l  
groups and h is  to p ic  w il l  be, "I n s t a l l a t i o n  of th e  C l ie n t ’ s 
Com puter,” and i t ’ s my p le a su re  to  p re se n t Mr. N adel.
MR. ROBERT B. NADEL [New York; Member, AICPA]: Than 
you, very much. Do I  have to  move t h i s  aga in?  I f  F e lix  i s  
th e  " Green G ia n t ,” I  am probab ly  th e  "Magenta M id g e t,” or 
som ething, to  ge t t h i s  down.
My assignm ent today i s  to  t e l l  you how to  i n s t a l l  
a com puter in  tw enty  m inutes—o r , maybe I should say , in  tw enty
m inutes I  should t e l l  you how to  i n s t a l l  a com puter. An i n t e r ­
e s t in g  s id e l ig h t ,  h e re , fo r  th o se  of you p re se n t a t  t h i s  
m orning’ s se ss io n  on c o n s u lt in g —Dr. Marks subm itted  a t e s t
to  a l l  of us to  determ ine whether ac c o u n ta n ts  a re  a u th o r i t a r ­
ia n  or dem o cra tic , and he p o in te d  ou t th e  need fo r  a  c e r ta in  
dem ocratic o u tlo o k  when you a re  doing c o n s u ltin g  work. W ell,
I th in k , when you t a l k  about th e  i n s t a l l a t i o n  of a com puter, 
you run  up a g a in s t  a r e a l  p sy c h o lo g ica l problem  because you 
have to  be both a u th o r i t a r ia n  and d em o cra tic ; you have to
be dem ocratic when you design  th e  system  and t r y  to  f in d  out 
what a c l i e n t  n eed s, what th e  s i tu a t io n s  a re  going to  be, a s  
J e r ry  Loyd in d ic a te d —b u t, once th a t  i s  bu ttoned  up and i t  
comes tim e to  a c tu a l ly  i n s t a l l  th e  com puter, to  go forw ard
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w ith th e  s te p -b y -s te p  p ro ced u res , th e  n u ts  and b o l ts ,  i f  you 
w i l l ,  you no t only  have to  be a u th o r i t a r ia n  but you have to  
be a d i c t a t o r .  I  have seen t h i s  so many tim es over t h a t ,  when 
I  come home a t  n ig h t ,  sometimes I  h a te  m yself— I r e a l ly  do— 
fo r  th e  r a n t in g  and ra v in g  I  sometimes have to  do to  c l i e n t s  
to  get them to  perform  ac co rd in g  to  th e  s p e c i f ic a t io n s  th a t  
th e y , th e  c l i e n t s ,  th em se lv es, la id  down.
Now, my to p ic  i s  " I n s t a l l a t i o n  o f a C lie n t C om puter.” 
T his i s  a v as t s u b je c t .  A ll I can do i s  j u s t  to u ch  upon some 
of th e  s a l ie n t  p o in ts  in  th e  tw enty  m inutes tim e I  have. In ­
s te ad  o f g iv in g  you a case  s tu d y , whcih was my o r ig in a l  
in te n t io n ,  I am s e le c t in g  p ie c e s  from v a r io u s  a c tu a l  c a s e s . 
E very th ing  I  w il l  be ta lk in g  about today  i s  r e a l ;  none of
t h i s  i s  t h e o r e t i c a l .  I  am a ls o  going to  c o n c e n tra te  on th o se
a re a s  invo lved  in  th e  i n s t a l l a t i o n  o f  th e  com puter where a 
CPA, I th in k ,  i s  v e ry , very  com petent to  perform  s e rv ic e s —in  
o th e r  words, t h e r e ’ s been a g re a t deba te  going on a s  to  how 
com petent CPA’ s a re  when co n fro n ted  w ith  a com puter, w hether 
th ey  should s ta y  away or jo in  th e  com puter.
I  th in k  th e  consensus i s ,  now, th e  computer i s  here 
to  s ta y ;  we have looked a t  t h i s  fo r  f i f t e e n  y ea rs  and decided
we have to  l iv e  w ith  i t .  But I  th in k  th e re  i s  a v a s t a re a
where alm ost any CPA can perform  m eaningful s e rv ic e s  to  h is
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c l i e n t  in  th e  a re a  o f  com puter d a ta  p ro c e s s in g , and I  am going 
to  t r y  to  touch  on t h i s  a s  I  go a lo n g .
Now, i f  you look a t  ray to p ic ,  s p e c i f i c a l ly ,  " I n s t a l ­
l a t io n  o f  a C om puter,” I  am going to  s t a r t  from th e  p o in t 
where we a re  ready  to  i n s t a l l  th e  com puter; th e  com puter i s  
a lre a d y  on o rd e r . Now, a t  t h i s  p o in t ,  once you have reached  
t h i s  p o in t ,  id e a l ly ,  c e r ta in  th in g s  have a lre a d y  happened 
and , s p e c i f i c a l ly ,  th e  th in g s  th a t  have happened a re  th e  th in g s
th a t  th e  f i r s t  two speakers have a lre a d y  spoken o f . We 
should have a lre a d y  d e fin e d  th e  c l i e n t ’ s in fo rm a tio n  n eed s, 
what th e  d e c is io n s  a re  to  be made, th e  in fo rm a tio n  needed to  
p rov ide  th e  background fo r  making th e se  d e c is io n s . T his should 
have been done, b e fo re . We should have dev ised  a system , th e  
flow  o f work th a t  i s  n ec essa ry  to  meet th e s e  n eeds, and we 
should have a lso  s e le c te d  th e  re so u rc e s  th a t  a re  re q u ire d  to  
get t h i s  system  to  work—and, by " r e s o u r c e s ,” I mean, r e a l l y ,  
two th in g s —th e  m achines, i f  machines a re  c a l le d  f o r ,  and th e  
p eo p le , th e  type o f p eo p le , th e  c a d re s  o f  p eo p le , th e  back­
ground, and so f o r th .
In  o th e r  words, by th e  tim e you have reached  th e  
s ta g e  where th e  com puter i s  on o rd e r , you should  a lre a d y  know, 
i f  not e x a c tly  a t  l e a s t  e ig h ty  to  n in e ty  p er c e n t ,  what th e  
computer i s  going to  be c a l le d  upon to  do, what your re so u rc e s
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a re  in  men, m a te r ia ls  and, o f c o u rse , money— I should add 
t h a t ,  a s  a re so u rc e —and th e n  proceed from th a t  b a se .
I f  you a re  s t a r t i n g  w ithout th a t  b a s ic  work being 
done, you a re  in  grave tro u b le  because I  th in k  we have to  bear 
in  mind th a t  a computer i s  n o th in g  but a to o l  and, where a 
c a rp e n te r  would never ta k e  a hammer and look ar ound and say , 
"Now, I ’ve got t h i s  hammer; what w i l l  I  do w ith  i t , ” he has 
a jo b  to  do, and then  he p ic k s  e i th e r  th e  hammer o r th e  saw. 
The same th in g  a p p l ie s  to  th e  com puter. You f i r s t  have to  
know what th e  jo b  i s ,  and th en  p ic k  your t o o l .
I  am going to  proceed on th e  assum ption , we have 
a lre a d y  d efin ed  th e  job , a computer i s  c a l le d  f o r ,  and we want 
to  get th e  computer on th e  a i r  and working to  produce what we 
want i t  to  p roduce. Now, one la rg e  a re a  you have to  get 
invo lved  in —when I  say "you, " I  am ta lk in g  about th e  ty p ic a l  
CPA in  a sm all f irm —i s  s t a f f  se le c tio n #  Now, you have heard
th a t  com puters a re  m achines; you have p robab ly  heard th a t
com puters a r e  in c re d ib ly  s tu p id , which th e y  a r e .  Very o f te n , 
when I  want my ego to  be r a i s e d ,  I look a t  some o f th e  s tu p id  
th in g s  com puters have done and f e e l  human a g a in — b u t, i t ’ s 
s tu p id  on ly  because i t ’ s been m isd ire c te d  by a person  and, 
th e r e f o r e ,  r a th e r  th an  com puters a l l e v i a t in g  th e  problem  o f 
manpower, I  th in k  th e  com puters compound th e  problem  of
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manpower. They might reduce th e  number o f in d iv id u a ls ,  o f 
bod ies th a t  you need , but c e r t a in ly  in c re a se  th e  n e c e s s i ty  
fo r  competence and fo r  c a re fu l  d i r e c t io n ,  and t h i s  means com­
p e te n t p eo p le .
So, one o f  th e  f i r s t  th in g s  to  get invo lved  in  in  
t h i s  b r in g in g  th e  computer in  s u c c e s s fu lly  i s  to  see th a t  
th e re  a re  com petent people th e re  to  o p e ra te  th e  com puter, as 
w ell a s  to  do th e  con tinuous p lan n in g  which i s  n ec essa ry  fo r  
any com puter—and, when I  say "o p e r a te ,” I  don’t  mean ju s t  
push th e  b u tto n s ; th o se  a re  th e  e a s ie s t  people to  f in d . I 
mean, th e  c o n s tan t s i f t i n g ,  d e f in in g  th e  b a tch  o f—m yriads o f  
d e t a i l s ,  th e  changing o f th e  o r ig in a l  s p e c i f ic a t io n s ,  because 
we a re  a l l  human and, no m a tte r  how c a re fu l  a jo b  you do of 
d e f in in g  a system  o f ,  o f  d e f in in g  management needs a s  we 
go a lo n g , because o f  changing c irc u m sta n ces , because o f our 
e r r o r s  in  not d e f in in g  i t  p ro p e r ly , we have to  make changes.
Now, th e re  has to  be th e  w herew ithal from th e  s ta n d ­
p o in t o f manpower p re se n t on th e  c l i e n t ’ s p rem ises to  accom plish 
t h i s ;  i t  cannot be accom plished by an outs id e r ,  by a CPA from 
th e  o u ts id e , nor by an independent c o n s u lta n t .  This i s  c l i e n t  
management. The c l i e n t  has to  do i t .  You can a id  him, 
you can co u n se l him in  h is  need , you can buoy up h is  s p i r i t  
when he i s  d e je c te d —and, I  g u aran tee  you, w ith  any computer
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i n s t a l l a t i o n ,  th e  c l ie n t  w ill  be d e je c te d  a t  l e a s t  on te n  
d i f f e r e n t  in s ta n c e s  p er week; i t ’ s a p r a c t i c a l  tru ism —b u t, 
th e  c l i e n t  has to  do th e  work. I t  c a n ’t  be done from a f a r ,  
and i t ’ s a c o n tin u in g  jo b .
Now, in  o rd e r to  en su re  t h i s  environm ent i s  p re s e n t ,  
i t  means we’ve got to  s e le c t  th e  r ig h t  p eo p le . The most im­
p o r ta n t p e rso n , ta lk in g  about com puters, p a r t i c u la r ly  in  a 
sm a lle r c l i e n t ,  i s  th e  d a ta -p ro c e s s in g  o r system s manager, 
however you want to  c a l l  i t .  He i s  going to  be th e  to p  te c h ­
n ic ia n  in  th e  company, and g re a t ca re  must be tak en  to  s e le c t  
th e  p roper man because I  th in k ,  o f  a l l  th e  f a c to r s  th a t  I  
can th in k  o f ,  o ffh an d , th a t  t h i s ,  th e  competence o f  t h i s  d a ta -  
p ro c e ss in g  manager can very w ell be th e  d if fe re n c e  between
su ccess  and f a i lu r e  In  th e  system s.
Now, I  have a lre a d y  m entioned, t h i s  man w il l  be a 
te c h n ic ia n . Now, I  a lso  a lre a d y  m entioned th a t  you, a s  CPA’ s , 
have to  be involved  in  th e  s e le c t io n  o f t h i s  man. Now, I  
am no t say in g , you have to  p ass  upon h is  te c h n ic a l  q u a l i f i c a ­
t io n s .  I f  you have th e  background fo r  t h i s ,  I  th in k  t h i s  i s  
very p ro p e r , and more and more CPA’ s have t h i s  background, 
but a CPA can do a lo t  to  help  in  th e  r e c r u i t in g  w ithou t 
knowing th e  hidden mechanisms o f  th e  com puter. F i r s t  o f  a l l ,
I  th in k  a CPA i s  key in  th e  in te rv ie w in g  s tag e  to  dete rm in in g
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what type  of a manager t h i s  person  i s .  Remember, he has to  
be more th a n  j u s t  a te c h n ic ia n ;  he has to  run  o th e r  p eo p le ,
I  th in k  we have had enough ex p e rien ce  w ith  management to  be
ab le  to  counsel our c l i e n t s  in  t h i s  m a tte r , I  th in k  th a t
th e re  i s  t h i s  a re a  o f  com m unication; a s  a m a tte r o f  f a c t ,  I  
th in k  i t ’ s p r e t ty  g e n e ra lly  ag ree d , a l l  th e  t r o u b le s  in  
b u s in e ss , i f  no t in  a l l  human r e l a t i o n s —th e  g r e a te s t  problem  
a re a  i s  poor com m unications. I  th in k  th e  CPA, in  d iagnosing
and in te rv ie w in g  p ro sp e c tiv e  d a ta -p ro c e s s in g  managers can go 
a long way in  d is c e rn in g  how w ell would th e  man be a b le  to
communicate w ith  th e  c l i e n t  a s  w ell a s  th e  CPA.
I  have seen many in s ta n c e s  where a very  com petent 
d a ta -p ro c e s s in g  person  was t o t a l l y  in cap ab le  because he 
co u ld n ’t  c o n ta c t th e  r e s t  o f th e  company; th e  r e s t  o f  th e  
company ta lk e d  E n g lish  and he ta lk e d  com puterese. I  th in k  a 
CPA can develop , in  an in te rv ie w , how com petent a person  i s  
in  communicating to  management, in  both  d i r e c t io n s .  Remember, 
t h i s  man w il l  be th e  c a ta ly s t  to  t r a n s l a t e  management d e s ire s
in  one d i r e c t io n  a s  w ell as  t r a n s l a t e  what th e  com puter can
do in  th e  o th e r  d i r e c t io n .
I th in k  a n o th e r  t e r r i b l y  im portan t a re a  th e  CPA
can help  out in  i s  in  th e  a re a  o f  c o n t ro ls .  Now, th e re  i s  no 
argum ent, I  don’t  th in k ,  on th e  involvem ent o f th e  acco u n tan t
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in  th e  a rea  o f  c o n t ro ls ,  and c e r ta in ly  computer c o n tro ls  and 
a l l  th e  myriad a s p e c ts  of i t .  Now, th e re  a re  d a ta -p ro c e s s in g  
people who a re  knowledgeable in  c o n tro ls  and o r ie n te d  tow ard 
i t ,  and some who a re  n o t.  I  th in k  t h i s  should  be determ ined 
e a r ly  in  th e  game; a CPA should determ ine t h i s ,  where th e re  
a re  w eaknesses, and he should be a b le  to  ta k e  i t  upon h im se lf 
to  see th a t  th e se  weaknesses a re  made up in  one way o r a n o th e r .
I  j u s t  m ention th e se  few a s p e c ts  as j u s t  a rough 
in d ic a t io n  o f how an acco u n tan t who i s  no t an experien ced  
ex p e rt in  EDP can be an a id  in  r e c r u i t in g  a te c h n ic a l  p e rso n — 
and, a g a in , remember, when I  say "te c h n ic a l  p e r s o n ,” t h i s  i s  
a te c h n ic a l  manager, so he has to  be more th an  ju s t  a te c h n i­
c ia n .
There i s  an o th e r  a re a  in  s t a f f in g  where I  th in k  we 
can be of h e lp , which i s  in  p ro v id in g  th e  o th e r  members of th e  
com puter i n s t a l l a t i o n —th e  key-punch o p e ra to r , th e  c l e r k s ,  
and so f o r th .  I  th in k  we should be a b le  to  counsel management
on th e  a v a i l a b i l i t y  o f  t e s t in g  program s, to  see w hether such
people a re  a v a ila b le  w ith in  th e  firm . I  have had some e x c e l­
le n t  ex p e rien ce  in  t r a in in g  from w ith in , p a r t i c u la r ly  in  th e  
low er ech e lo n s o f  th e  com puter i n s t a l l a t i o n —not p a r t i c u la r ly
so in  th e  top  man, th e  d a ta -p ro c e s s in g  manager. Here, to o , 
th e  a c c o u n ta n t, th rough  h is  g en e ra l ex p erien ce  w ith  o f f ic e
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p e rso n n e l, can be very  h e lp fu l in  a id in g  th e  c l i e n t  in  s e le c t ­
ing  both  w ith in  th e  c l i e n t  firm  and o u ts id e  th e  c l i e n t  f irm . 
Another a re a  where you can be o f h e lp —a s  you b rin g  
in  more and more com puters—and, t h i s  w i l l  be th e  course  o f 
a c t io n , a s  I  see i t ,  in  th e  nex t few y e a rs , i f  i t  h a sn ’t  been 
th a t  course  a lre a d y —you have a source o f people which you 
can b rin g  to  th e  c l i e n t ’ s a t t e n t io n —th a t  i s ,  th e  computer 
m an u fac tu re rs . I f  we a re  look ing  fo r  com petent p e rso n n e l, 
very o f te n  we a re  loo k in g  fo r  experienced  p e rso n n e l; in  most 
c a s e s , fo r  a person  to  be ex p e rien ce d , he must have worked
somewhere e l s e .  One o f th e  b es t sou rces o f  in fo rm a tio n  to
fin d  out how w ell th a t  person  perform ed somewhere e ls e  i s  to
t a l k  to  th e  d a ta -p ro c e s s in g  m anufacture whose salesm en might
have se rv ic e d  th a t  o th e r  acco u n t.
A gain, you, as  an ex p e rt in  g en e ra l management, 
can a id  in  a s s e s s in g  i t .  There a re  a l l  k inds o f im p lic a tio n s , 
h e re , te c h n ic a l  and n o n - te c h n ic a l ,  and a good CPA can a id
in  an u n - te c h n ic a l assessm ent o f th e se  e v a lu a t io n s . So much
fo r  s t a f f  involvem ent.
L e t’ s assume we have now s e le c te d  our s t a f f ;  we 
ha v e  our d a ta -p ro c e s s in g  manager and we a re  abou t to  proceed
w ith  t h e  r e a l  work o f  th e  program m ing and d e s ig n in g  t h e  d e t a i l e d
system . There i s  one v e ry , very  im portan t a r e a —a s  a m a tte r
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o f f a c t ,  a s  I  go th ro u g h  t h i s ,  i t  alm ost seems a s  i f  every  
one o f  th e se  a re a s  a re  th e  c r u c ia l  a r e a s ,  because a breakdown 
in  any one o f them r e a l ly  s p e l l s  f a i lu r e  in  th e  i n s t a l l a t i o n .
The next a re a  I  want to  d is c u s s  i s  management involvem ent.
We have s a id —we, as a p ro fe s s io n , have s a id —on many, many 
o c c as io n s ; I  have j u s t  sa id  i t ,  to d ay ; i t ’ s no t new—th a t  
th e  c l i e n t  must manage h is  own b u s in e ss . We can a d v is e , we 
can c o u n se l, but he has to  do i t .
Now, when you come to  com puters and th e  sm a lle r 
c l i e n t ,  you run in to  a unique s i tu a t io n  which i s  v ery  bad, 
and th a t  i s  th a t  th e re  i s  a tendency fo r  th e  c l i e n t ,  no t p a r ­
t i c u l a r l y  s o p h is t ic a te d  w ith  com puters—very o f te n  h is  know­
ledge o f com puters i s  based upon what he heard on th e  g o lf  
course  from someone e ls e  who has a com puter—as th e  c l i e n t  
sees  th e  in t r a c a c ie s  o f p la n n in g , as  he sees  th e  d is c ip l in e  
re q u ire d , th e  c l i e n t  s t a r t s  g e t t in g  a f r a id .  As a m a tte r  o f 
f a c t ,  he becomes scared  s t i f f ,  in  many c a s e s , and th e re  i s  a 
n a tu r a l ,  human r e a c t io n  to  p u l l  back. And, I  have heard i t  
from many, many c l i e n t s ,  th e  s ta te m e n t, "W ell, t h i s  i s  a 
te c h n ic a l  problem ; I  w i l l  l e t  th e  te c h n ic ia n s  handle i t . ”
Y et, i f  you look upon th e  com puter a s  a to o l  to
p ro v id e  in f o r m a t io n  f o r  management and i f  you th in k  t h a t  th e
m anagem ent-inform ation p o r tio n  o f t h i s —d e f in in g  th e  management
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in fo rm atio n  i s  p robably  th e  s t i c k i e s t ,  th e  most d i f f i c u l t  
jo b . I s  t h i s  a te c h n ic a l  q u es tio n ?  I  say , "A b so lu te ly  n o t . ” 
T h is i s  a q u e s tio n  which goes to  th e  very h e a r t o f  th e  manage­
ment o f  th e  company and, i f  management p u l ls  back m erely be­
cause th e re  i s  a computer lu rk in g  in  th e  wings or i s  on o rd er 
and l e t s  ev e ry th in g  s ta y  in  th e  hands o f th e  te c h n ic ia n s ,  th e  
d a ta -p ro c e ss in g  manager o r maybe th e  CPA, and whom he might 
look upon as a te c h n ic ia n  in  t h i s  se n se , I  th in k  management 
i s  heading fo r  tro u b le  because , when management d is in v o lv e s  
i t s e l f  from th e  com puter, th e  computer s t a r t s  develop ing  a 
l i f e  o f i t s  own; i t  s t a r t s  deve lop ing  a system  which does 
no t answer management need, and you wind up w ith  a very  e f f i ­
c i e n t ,  b e a u tifu lly - ru n n in g  computer system  p ro v id in g  u p - to -
d a te  in fo rm a tio n  which i s  u s e le s s  because i t ’ s no t what man­
agement w ants.
I  th in k  one o f th e  main ta s k s  of th e  accoun tan t
i s  to  see to  i t ,  here i s  where th e  a u th o r i t a r ia n  th in g  comes 
in ,  and to  see to  i t  th a t  management becomes in t im a te ly  
invo lved  in  th e  d ay -to -d ay  o p e ra t io n s , s t a r t i n g  from th e  
o r ig in a l  d e s c r ip t io n  o f th e  system  th rough  th e  i n s t a l l a t i o n  
of th e  com puter, and th en  co n tin u in g  th e r e a f t e r  because , 
once th e  computer i s  in ,  i t ' s only th e  b eg inn ing . We gene­
r a l l y  pu t on, in  th e  beg in n in g , th e  s i m pler a p p l ic a t io n s ,  o r
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maybe c e r t a in  a re a s ,  and th en  you move on from th e r e .  So, 
management has to  s ta y  in v o lv e d , and I  th in k  we a re  in  a unique
p o s it io n  because of our c lo se n e ss  to  management as w ell a s
our knowledge o f th e  im p lic a tio n s  o f th e  c o r r e c t  management
in fo rm atio n  to  see to  i t  th a t  management does s ta y  in v o lv ed . 
Now, we have to  work on bo th  s id e s  o f  th e  fen ce ,
h e re ; we have to ,  in  a sen se , g ive management h e l l  i f  th e y  
don’t  s ta y  in v o lv ed ; we a ls o  have to  work on th e  EDP people 
to  see th a t  i t ’ s p o s s ib le  fo r  management to  s ta y  in v o lv ed , and 
I th in k  th e  CPA can perform  a v ery , very  im portan t c a ta ly t i c  
fu n c tio n , h e re . The CPA should see th a t  th e  d a ta -p ro c e s s in g  
people a re  communicating w ith  management because—and, I  have 
seen i t  happen, many tim e s—d a ta -p ro c e s s in g  people t a lk  f a s t  
and fu r io u s ly  about th e  d e t a i l s ;  management g e ts  confused ; 
th ey  w il l  p u l l  back, and th e  d a ta -p ro c e s s in g  people co u ld n ’t  
be hap p ier because now nobody i s  lo o k in g  over t h e i r  sh o u ld e r.
Here, to o , th e  management problem s can be helped 
by th e  CPA p u t t in g  h im self between th e s e  groups, av o id in g  a 
cleavage between th e  te c h n ic ia n  and management, b r in g in g  them 
to g e th e r  to  see they  communicate w ith  each o th e r ,  sometimes
ta k in g  th e  form w ith  th e  acco u n tan t s i t t i n g  down w ith  th e  
d a ta -p ro c e s s in g  manager, sim ply say in g , "Talk to  me; manage­
ment c a n ’t  understand  what you a re  ta lk in g  ab o u t; see i f  you
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can make me understand  what you a re  ta lk in g  a b o u t ,” and , i f  
you ca n ’t  u n d ers tan d , o b v iously  management won’t  be a b le  to  
u n d e rs ta n d , and you have to  work on th a t  a c ro s s  w ith  th e
manager and d a ta -p ro c e s s in g  people to  see th e  b a r r i e r  i s
broken down because i t  must be broken down.
The q u e s tio n  o f management involvem ent a ls o  d e a ls  
w ith  c o n tro ls  because we, as a c c o u n ta n ts , o f  c o u rse , a re  
v i t a l l y  in te r e s te d  in  c o n t ro ls ,  but we a re  a ls o  v i t a l l y  i n t e r ­
e s te d  in  see in g  th a t  management has i t s  own in te r n a l  c o n t ro ls .  
W ithout going in to  th e  s u b je c t ,  which might ta k e  an o th e r  two 
o r th re e  hou rs, on th e  q u e s tio n  o f c o n tro ls  in  th e  computer 
system , one o f the b e s t ,  i f  no t th e  b e s t ,  ways to  c o n tro l  th e  
computer system , because o f th e  co m plex ity , i s  to  see th e re  
i s  an adequate  in te r n a l  c o n tro l  system . In  o rd e r to  have
adequate in te r n a l  c o n tro l you have to  have management in v o lv e ­
ment .
T his can be suggested  from th e  o u ts id e ;  i t  can be 
designed  from th e  o u ts id e , but i t  has to  be c a r r ie d  ou t from 
th e  in s id e .  W ell, i f  management i s  going to  stand  in  th e  co rn ­
e r  and chew t h e i r  f in g e r n a i l s  and watch th e  com puter come up, 
you w il l  no t have t h i s  c e r t a in ty  o f in te r n a l  c o n tro l  th a t  we
r e q u i r e .
Okay, l e t ’ s move on to  an o th e r  a r e a —programming.
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Here i s  an a re a  which a u to m a tic a lly  sc a re s  everybody because
we a re  now ta lk in g  about th e  d e t a i l s  o f th e  system . What can
th e  CPA do to  a id  in  p roper programming? He i s  not a program­
mer. W ell, he can do a lo t  o f  th in g s .  F i r s t  o f a l l ,  he can 
see th a t  th e re  i s  adequate  docum entation o f program s. What 
do I  mean by ’’docum entation”? I  mean th a t  th e re  a re  flow 
c h a r t s ,  w r i t te n  p ro ced u res ; th a t  th e re  a re  adequate t e s t s  
which a re  sp e lle d  out in  w r i t te n  form; th a t  th e  in p u t forms 
a re  w r i t te n  o u t, th a t  th e  r e p o r ts  which management w i l l  get
a re  c le a r  and p ro p e r. These a re  no t te c h n ic a l  q u e s tio n s . To 
see th a t  th e re  a re  p roper flow  c h a r ts  i s  not a very complex 
ta s k ,  to  le a rn  to  understand  a flow  c h a r t .  I t ’ s a q u e s tio n  
of ta k in g  some tim e out to  le a rn  a few o f  th e  ru d im en ts , but 
i t  i s  f a i r l y  ru d im en tary ; th e  CPA can work in to  t h i s  a r e a .
Another a r e a — I have to  go r a p id ly  because I see
th e  tim e i s  runn ing  o u t— i s  th e  q u e s tio n  o f  p a r a l l e l  and p i lo t  
p ro c e ss in g . Before a computer goes on, you have to  t e s t  i t .  
There a re  two ways—one i s  to  run  a p a r a l l e l  system , where 
you run th e  o ld  system  w ith  th e  new system . A nother method 
i s  w hat’ s c a l le d  "p i lo t  p ro c e s s in g ,” where you a c tu a l ly  t e s t  
th e  computer system . Another way i s  w ith  p i l o t  p ro c e ss in g
where you a c t u a l l y  ru n  t e s t  d a ta  th ro u g h  th e  c o m p u te r.
CHAIRMAN HAMRICK: Excuse me fo r  a moment. We have
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an emergency c a l l  fo r  Mr. Aubrey Bard. I s  he in  th e  aud ience? 
There i s  a b e llh o p , I  th in k ,  s ta n d in g  over here somewhere.
Excuse me.
MR. NADEL: In  t h i s  a re a  o f p i l o t  p ro c e s s in g , in  
d e v is in g  a t e s t ,  t h i s  i s  sim ply a case  of la y in g  out t r a n s ­
a c t io n s  which w il l  t e s t  a l l  th e  p o s s i b i l i t i e s  th e  system  w il l
have to  fa c e . I f  i t ’ s an a c c o u n ts -re c e iv a b le  system , you put
in  a l l  k inds o f  s a le s  in fo rm a tio n , a l l  k in d s o f payment in f o r ­
m ation , a l l  k inds of ad justm en t in fo rm a tio n  and see what th e  
r e s u l t s  a r e .  You a re  precom puting th e  r e s u l t .
Now, d e v is in g  th e se  t e s t s  i s  not a te c h n ic a l  problem ; 
i t ’ s an acco u n tin g  problem . A gain, i t ’ s an a re a  where CPA’ s 
can be v ery , very  u s e fu l .
In  co n c lu s io n , in  t h i s  r a th e r  rushed  and tru n c a te d  
t a l k ,  I ’d l ik e  to  m ention a couple o f  r u le s  s ta te d  about a 
year ago by Mr. C h arles  A. Agamion, Vice P re s id e n t o f  th e  
Chase M anhattan Bank, which I  th in k  i t  would be w ell to  ta k e  
heed o f in  working w ith com puter system s. He s t a t e s ,  f i r s t  
o f  a l l ,  "He who h e s i t a t e s  i s  sometimes saved. ” In  o th e r  words, 
look c a r e fu l ly  b efo re  you le a p . Secondly, “Think sm all and 
c a rry  a b ig  s t a f f . ” [L augh ter] In  o th e r  words, don’t  b i te  
o f f  more th a n  you c an  chew . T h i r d ly ,  “Automation doesn ’t  cu t 
re d  ta p e ; i t  p e r fo ra te s  i t . ” In  o th e r  words, au tom ation  i s
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not an end in  i t s e l f ;  i t ’ s th e  means to  ach iev e  an e n d -  
name ly ,  b e t te r  management in fo rm a tio n . F o u rth ly , “One way 
to  make a new system  c o s t more th an  th e  o ld  i s  to  p io n e e r th e  
wrong t h i n g .” We heard Mr. Ash t a l k  a t  noontim e today  about 
th e  need fo r  in n o v a tio n , but have to  be c a r e fu l  to  innova te  
in  th e  p ro p er a r e a .  F i f t h ,  “Those le a p in g  too  f a r  in  th e  
fu tu re  w i l l  f a l l  f l a t  on t h e i r  f a c e .” A gain, beware o f  
s o p h is t ic a t io n  fo r  i t s  own sake; make su re  a c l i e n t  does not 
get a computer because Joe down th e  s t r e e t  has one. And, 
f i n a l l y ,  "My blue sky i s  no t your b lue s k y .” What’ s good fo r  
one c l i e n t  might be bad fo r  a n o th e r , and th e  CPA should be 
o f g re a t help  in  f in d in g  th e  d if f e re n c e .  Thank you, very  
much. [A pplause]
CHAIRMAN HAMRICK: Thank you very much, Mr, N adel. 
Our nex t speaker i s  Mr. Jerome M. F ie n , who i s  a P a r tn e r  in  
th e  firm  of Samuel K lein  and Company, Newark, New J e rs e y ; a 
g raduate  o f  Johns Hopkins U n iv e rs ity  and th e  G raduate School 
o f B usiness A d m in is tra tio n  o f New York U n iv e rs ity , Mr. F ien
i s  Vice P re s id e n t o f  th e  New Je rse y  S ta te  Board o f C e r t i f i e d
Public A ccountants and a Member o f  th e  Committee on Uniform
L e g is la t io n  o f th e  A sso c ia tio n  o f CPA Exam iners. He i s  a
Member o f  t h e  Com m ittee on D ata  P r o c e s s in g  o f  th e  A m erican
I n s t i t u t e  o f C e r t i f i e d  P ublic  A ccoun tan ts , I  cannot r e f r a in
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from commenting, as  an a s id e ,  th a t  th e re  i s  no firm  th a t  I 
know o f , a t  l e a s t ,  which has th e  c r e d e n t ia ls  o f Mr. F ie n ’ s 
firm  to  make a u th o r i t a t iv e  s ta tem en ts  on th e  a ss ig n ed  su b je c t
and th a t  th ey  have had s u b s ta n t ia l  ex p erien ce  w ith  th re e
s p e c ia l iz in g  ty p e s  of se rv ic e  bureaus a s  w ell as  t h e i r  own
sta n d -a lo n e  d ev ice .
Mr. F ie n ’ s to p ic  i s  "Using S erv ice  Bureau Hardware 
in  th e  P r a c t i t i o n e r ’ s Role in  Systems D evelopm ent.” I t ’ s 
my p le a su re  to  p re se n t to  you Mr. F ie n . [A pplause]
MR. JEROME M. FIEN [New J e rs e y ; Member, American 
I n s t i t u t e  of C e r t i f i e d  P ub lic  A cco u n tan ts]: I  don’t  mean to  
be im p e rtin e n t t h i s  a f te rn o o n , but my ta s k  t h i s  a f te rn o o n  i s  
to  t a l k  and your ta s k  i s  to  l i s t e n —I hope we f in i s h  a t  th e
same t im e !
[Whereupon Mr. F ien  proceeded to  d e l iv e r  th e  p re ­
pared  te x t  o f h is  rem arks, making th e  fo llo w in g  in te r p o la ­
t io n .  ]
Number One: And, in c id e n ta l ly ,  t h i s  s e rv ic e  bureau 
became in  th e  n a tu re  of a jo in t  ven tu re  w ith  a CPA who
was o p e ra tin g  a computer system . ’’Systems were se t up 
by th e  c l i e n t . . . ”
[W hereupon Mr. F ien  resumed th e  d e l iv e ry  o f h is  
p repared  te x t  w ithout fu r th e r  in te r p o la t io n ;  a p p la u s e .]
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CHAIRMAN HAMRICK: Thank you very much, Mr. F ien .
Our conclud ing  speaker t h i s  a f te rn o o n  i s  Mr. Edwin T. Boyle. 
Mr. Boyle p r a c t ic e s  on h is  own acco u n t; i s  a D ire c to r  o f 
th e  Hackensack T ru st Company, Hackensack, New J e rs e y . He i s  
an alumnus of New York U n iv e rs ity  and s tu d ie d  a t  th e  Graduate 
School of S tevens I n s t i t u t e  of Technology. Mr. Boyle i s
a Member o f th e  New York S o c ie ty  o f C e r t i f ie d  P ub lic  A ccount­
a n ts  and Vice P re s id e n t o f th e  New York—of th e  New Je rse y
S o cie ty  o f  C e r t i f ie d  P ub lic  A ccountan ts and i s  a Member o f
th e  C ouncil of th e  American I n s t i t u t e  o f C e r t i f i e d  P ub lic  Ac­
c o u n ta n ts , and Mr. Boyle has p io n eered  th e  a p p l ic a t io n  o f  com­
p u te r  techno logy  to  th e  needs o f sm all b u s in e ss ; i s  an au th o r
of many a r t i c l e s  in  p ro fe s s io n a l  m agazines and a fre q u en t
speaker on acco u n tin g  s u b je c ts .
Mr. B oyle’ s su b je c t i s ,  "The A ccoun tan t’ s Future 
in  A utom ation ,” and i t ’ s my p le a su re  to  p re se n t to  you Mr. 
Boyle.
MR. EDWIN T. BOYLE [New J e rse y ; Member, AICPA Man­
agement S e rv ice s  Com m ittee]: Thank you, s i r .  When com puters 
b u rs t onto th e  b u sin ess  scene some te n  o r f i f t e e n  y ea rs  ago,
many o f us a c co u n ta n ts  eyed t h i s  new phenomenon w ith  some
n e rv o u s n e s s .  C ould th e  com pu ter c u t  in to  our p r a c t ic e s ,  o r 
p o ss ib ly  even make CPA’ s o b so le te?
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[Whereupon Mr. Boyle proceeded to  d e l iv e r  th e  p re ­
pared  te x t  o f  h is  rem arks, making th e  fo llo w in g  in t e r p o l a t i o n s . ]
Number One: And, in c id e n ta l ly ,  t h i s  program i s  not 
f a r  out in  co n n ectio n  w ith  in v e n to ry . We norm ally  have
th e  c o s t ;  th a t  i s  a v a i la b le  in  th e  computer program, 
i t s e l f ,  so i t ’ s r e l a t i v e l y  easy to  r e l ie v e  in v e n to ry , 
adding  th e  acco u n ts  r e c e iv a b le ,  and so f o r th .  “However, 
t h i s  i s  one o f th e  most o u t s t a n d in g . . . ”
Number Two: IBM re c e n t ly  announced, th ey  were going 
to  have fo r ty -n in e  d i f f e r e n t  u se rs  a t  one tim e . “Five
e n q u ir ie s  can be handled by th e  computer a t  th e  same
t im e . . . "
Number T hree: And, in c id e n ta l ly ,  I  th in k  th a t  th e
in -house  computer w il l  be d i f f i c u l t  to  j u s t ify by many in  
a few y e a rs . “C onsider, a l s o ,  th e  p o s s i b i l i t i e s  th a t  
th e se  w e l l - c a p i ta l iz e d ,  w e l l - e q u ip p e d . . .”
Number Four: T his i s n ’t  th e  f u tu r e ;  t h i s  i s  now.
  
“Under a to ta l - in fo rm a t io n  system , a s  J e r ry  m entioned, 
w h o lesa le rs  in  th e  drug and p lum bing-supply  b u s in e s s . . . "
Number F iv e : I  w i l l  go in to  a l i t t l e  b i t  more on 
t h i s ,  l a t e r .  The same p r in c ip le  a p p l ie s  to  th e s e  o th e r 
a g e n c ie s ; whereas you and I ,  in d iv id u a l ly ,  might have 
been engaged to  se t up a system  w ith in  th e  g u id e lin e s  o f
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th a t  p a r t i c u la r  in d u s try ,  now i t ’ s being s e t  up by 
one in d iv id u a l e n t i t y ,  and th e se  a re  very s o p h is t ic a te d  
system s. "Now, w ith  re g a rd  to  th e  e f f e c t  of a l l  t h i s  
on th e  broad range o f p r a c t i t i o n e r s . . . ”
Number S ix : T his i s  going to  cu t down th e  tim e. 
"And, a r e n ’t  many more in te r n a l - c o n t r o l  f a c i l i t i e s  l ik e ly  
to  be b u i l t  in to  th e  system s, th e m s e lv e s . . .”
Number Seven: And, in c id e n ta l ly ,  t h i s  i s n ’t  
t h e o r e t i c a l ;  th e se  f ig u re s ,  I  am fa m il ia r  w ith  in  my 
own o p e ra t io n . "The s o p h is t ic a te d  i n s t a l l a t i o n  n ec essa ry
in  o rd e r to  do w ell-rounded , p ro fe s s io n a l  w o r k . . .”
Number E ig h t: Even i f  we had t h i s  l i s t  o f two
hundred f i f t y  thousand o r th re e  hundred thousand d o l la r s
worth o f c l i e n t s ,  they  could no t be a s s im ila te d  except 
over a p e rio d  o f p o ss ib ly  a y e a r . " I t  th e re fo re  seems 
u n lik e ly  th a t  any CPA’ s o th e r  th an  th e  la rg e  f i r m s . . . ”
Number N ine: We’d have to  change our e th ic s  r u l e s ,
but I  understand  t h a t ’ s under c o n s id e ra t io n . "This
c o rp o ra tio n  could  have a r e s e a rc h  and development a c ­
t i v i t y .  . .  ”
Number Ten: T his com puter b u sin ess  has brought
about a m eeting of a l l  th e se  p ro fe s s io n s .  " I f  th e  
CPA’ s group to g e th e r  and h arn ess  th e  new m o n s te r . . .”
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[Whereupon Mr. Boyle proceeded to  d e l iv e r  th e  b a l­
ance o f h is  p repared  te x t  w ithout f u r th e r  m ajor in te r p o la t io n ;
a p p la u s e .]
CHAIRMAN HAMRICK: Thank you very much, Mr. Boyle.
We have been f o r tu n a te ,  indeed , to  have been exposed t h i s  a f ­
te rnoon  to  a wide spectrum  of in fo rm atio n  concern ing  com puters. 
The f lo o r  i s  now open fo r  q u e s tio n s . K indly d i r e c t  your ques­
t io n  to  a s p e c if ic  member o f our p a n e l. A lso , p le a se  s ta te  
your name and s t a t e  from which you h a i l ,  in  th e  event we have 
anyone who’d l ik e  to  a sk  a q u e s tio n .
SPEAKER PROM THE FLOOR [U n id e n tif ie d ] :  I ’d l ik e  
to  d i r e c t  a n o n - te c h n ic a l q u es tio n  to  Mr. Kaufman. I  have 
your i960 book—very good, very  re a d a b le !  Do you have i t  in  
r e v is io n  and, i f  so , when do you expect to  have i t  o f f  th e  
p re s se s?
MR. KAUFMAN: Can you hear me? No, I  do no t have
i t  in  r e v is io n .  Can you hear me?
SPEAKERS FROM THE FLOOR [V a rio u s]: No, no!
MR. KAUFMAN: The book i s  no t in  r e v is io n ,  I do
not con tem plate  r e v is in g  i t .  I  would c a l l  your a t t e n t io n  to
th e  f a c t  th a t  th e  American I n s t i t u t e  has a ta s k  fo rce  c u r re n tly
w ork ing  v e ry  d i l i g e n t l y  to w a rd  th e  p r e p a r a t i o n  o f  so m e th in g  
?
th a t  I  f e e l  q u ite  sure w ill  f i l l  th e  b i l l .  Gordon D avis, who
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c h a ir s  t h i s  group, happens to  be s i t t i n g  in  th e  room up h e re , 
in  case  you would l ik e  more abou t i t  from him l a t e r  on.
CHAIRMAN HAMRICK: Do we have a n o th e r  q u es tio n ?
9
MR. SOLOMON GILBERT [A tla n ta , G eorg ia]: Sol G il­
b e r t ,  from A tla n ta ,  Georgia! I ’d l ik e  to  ask  Mr. Fie n  to  
comment on th e  l a s t  sp e a k e r’ s rem arks. I t  seems to  me, h is  
ex p erien ce  i s  e n t i r e ly  d i f f e r e n t  th an  th e  fu tu re  t h a t ’s p re ­
d ic te d  by th e  l a s t  speaker.
MR. FIEN: No, th a t  i s n ’t  r e a l ly  t r u e .  I  was asked
to  make some comment today  on th e  ex p erien ce  th a t  we have had 
over th e  p a s t f iv e  y ea rs  and, a c tu a l ly ,  th e  u t i l i z a t i o n  of th e  
s e rv ic e  bureau by ac co u n ta n ts  i s  s t i l l  In keeping w ith  what
I  s a id . I t  does t i e  in  w ith  Mr. Boyle because what Ed i s  a c ­
tu a l ly  recommending i s  th a t  th e  a c c o u n ta n ts , th em se lv es , can 
have t h e i r  own se rv ic e  bureau and , u l t im a te ly ,  t h i s  would be 
in  keeping w ith  e x a c tly  what I  have sa id  e x c e p t, in s te a d  of 
p ro c e ss in g  e lsew h ere , I  m ight be p ro c e ss in g  a t  our own, q u o te , 
s e rv ic e  bu reau , unquote.
MR. ERNEST M. SEAGEL [O akland, C a l i f o rn ia ] :  E rnest 
S eagel, Oakland, C a lifo rn ia !  I  j u s t  want to  supplem ent Mr. 
B oyle’ s rem arks in  th e  f a c t  th a t  we have a CPA who so ld  h is
p r a c t i c e  t e n  y e a r s  ago and became a d a ta - p r o c e s s in g  c e n t r e ,  
and he i s  so c lo s e  to  th e  s e rv ic e ,  he re fu s e s  to  ta k e  any
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kind o f  work excep t from th e  CPA’ s , and we a re  working w ith  
an NCR o p t ic a l  scanner a t  a co s t of only  about $900 fo r  our 
machine. Our fe e s  a re  very low. I  th in k  we could  approach 
a man l ik e  th a t  r e a d i ly ,  i f  th e  tim e were n e c e ssa ry , and have 
i t  co nverted  com plete ly  to  a j o i n t l y  owned by th e  CPA’ s in  
Oakland, and so I  don’t  th in k  we a re  needing  th e  $7, 000 a t  
t h i s  s ta g e .
MR. O’CONNOR [M assach u se tts ]; O’Connor, Massa­
c h u s e tts !  A q u e s tio n  fo r  Mr. Boyle! As an in d iv id u a l p ra c ­
t i t i on e r ,  how a re  you ta k in g  c a re  o f  th e  s i t u a t io n  now, Mr. 
Boyle; what a re  you using?
MR. BOYLE: W ell, I  happen to  have s ta r t e d  abou t 
s ix te e n  or seven teen  y ea rs  ago, and th e  f i r s t  equipment I 
had was $250 a month, and I got s u f f i c ie n t  c l i e n t s  to  be a b le  
to  abso rb  th a t  because I  moved up to  500; I moved up to  
s e v e n - f i f ty  p er month, moved up to  1 ,2 0 0 . Then I  got a num­
ber of c l i e n t s  in te r e s te d  in  p u t t in g  in  t h e i r  own i n s t a l l a t i o n .  
They d id  i t  th ro u g h  me, on th e  tim e -sh a r in g  b a s is ,  r a th e r  th an  
th em se lv es. I  moved up to  3,200 and am doing a b ank -deposit 
jo b  now c a l l in g  fo r added equipment o f  a s o p h is t ic a te d  n a tu re ,  
so th a t  i t ’ s w ith  a g radual p ro c e s s , over s ix te e n  o r seventeen  
y e a r s .  I  know I  c o u ld n ’ t  do i t  to d a y .  And, I  am d o in g  work 
fo r  o th e r  CPA’ s , a s  w e ll.
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SPEAKER FROM THE FLOOR [U n id e n tif ie d ] :  Mr. Boyle,
Mr. Fie n , I  was w ondering, would your t a lk  be a v a ila b le ?  Do 
you have w r i t te n  co p ies  so th a t  th e  p r a c t i t i o n e r  could  use i t
as  a b a s is  fo r  h is  fu tu re  p lanning?
MR. FIEN: I  don’t  have any co p ies  w ith  me b u t, i f  
you’d l i k e ,  I ’d be happy to  make one fo r  you and send i t  to
you.
MR. BOYE: Same fo r  me!
CHAIRMAN HAMRICK: We have an o th e r q u e s tio n , over 
h e re . Use th e  m icrophone, p le a s e .
MR. FIEN: In  answer to  th a t  l a s t  q u e s tio n , I  have 
to  add , th e  a c tu a l ,  w r i t te n  te x t  i s  much g re a te r  th an  what I 
d e liv e re d  to d ay . I t  ran  about fo r ty  m inu tes, and I  had to
cu t i t .
MR. DAVID SMALL [New York C ity ] :  David Sm all, from 
New York C ity ! The q u e s tio n  I  have i s  t h i s — we a re  in te r e s te d
in  our firm  in  g e t t in g  s ta r te d  in  EDP, and some o f th e  problem s 
invo lved  a re  o p t ic a l  scanners v ersu s punched ta p e  and h a t-  
punched, and w hat’ s th e  advantage o f one over th e  o th e r  and 
what do you recommend?
MR. FIEN: Who i s  th a t  q u e s tio n  f o r —me?
MR. SMALL: Y es, Mr. Fi e n .
MR. FIEN: I  th in k  th a t  b a s ic a l ly  what you have to
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do i s  to  r e a l i z e ,  as  we s a id —and I  th in k  most of us alm ost 
used th e  same words—th a t  th e re  i s  an a p p ro p r ia te  to o l  fo r  an 
a p p ro p r ia te  jo b , and you have to  e v a lu a te  th e  type o f work 
th a t  you a re  do ing . For exam ple, th e re  i s  a g re a t d ea l o f 
success in  o p t ic a l  scanning in  a r e t a i l  o p e ra tio n . The g e n t le ­
man from C a lifo rn ia  m entioned, th ey  a re  u sin g  o p t ic a l  scann ing . 
There a re  many r e t a i l  ch a in s  th a t  a re  g e t t in g  r e g i s t e r  ta p e s
and p ro c e ss in g  th rough  NCR-315 equipm ent. T his i s  one way 
th ey  have s e le c te d  fo r  t h e i r  p a r t i c u la r  pu rpose . And, when 
you get s ta r t e d  in  som ething l ik e  t h i s ,  you j u s t  have to  s i t  
down and r e a l ly  e v a lu a te  th e  problem .
Most o f  th e  th in g s  th a t  you have m entioned w il l  
work; th e  q u e s tio n  i s ,  w il l  th e y  work fo r  you, work fo r  what 
you want them to  do. W ill they  be s a t i s f a c to r y ,  no t so much
from an in p u t p o in t o f view but what kind o f ou tpu t w il l  you 
get?  And, what we d id  was, we r e a l ly  took  one o f th e  men in  
our o f f ic e  and gave him t h i s  as  a problem , and i t  took  y ea rs  
to  develop . I t ’ s not som ething you can do o v e rn ig h t. As I 
s a id ,  i t ’ s not easy .
CHAIRMAN HAMRICK: Our tim e i s  ex h au sted , gentlem en.
I  see one more q u e s tio n , h e re .
SPEAKER FROM THE FLOOR [ U n i d e n t i f i e d ] :  I  j u s t  want 
to  say , I  have had th e  ex p erien ce  in  bo th  punched ta p e  and
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o p t ic a l  scanners and I  say , u n le ss  you a re  u s in g  o p t ic a l  
scann ing , you a re  way behind th e  tim e s .
CHAIRMAN HAMRICK: Thank you. The ra p tn e s s  o f our
aud ience a t t e s t s  to  th e  in t e r e s t  o f th e  rem arks o f  our pane l
members. I  would l ik e  to  c lo se  t h i s  se ss io n  by e x p re ss in g
our th an k s to  each member of our p a n e l.
[Whereupon, a t  t h i r t y - f i v e  m inutes p a s t fo u r
o ’c lo c k , th e  se ss io n  was co n c lu d ed .]
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WEDNESDAY MORNING TECHNICAL SESSION—ETHICAL CONCEPTS
O ctober 5 , 1966
The T echn ica l S ession  on "Changing Concepts in  th e  
P ro fe s s io n ’s E th ic s ,” h e ld  in  c o n ju n c tio n  w ith  th e  Seventy- 
n in th  Annual M eeting o f th e  American I n s t i t u t e  o f C e r t i f ie d  
P ublic  A ccountan ts , convened a t  two m inutes p a s t n in e  o ’c lo ck  
in  th e  Grand Ballroom  of th e  Sheraton-B oston  H o te l, Boston, 
M assachusetts , Mr. James Y anderlaan , o f C olorado, a  Vice 
P re s id e n t of th e  I n s t i t u t e ,  p re s id in g ,
CHAIRMAN VANDERLAAN: L adies and gentlem en, welcome 
to  th e  Wednesday Morning T echn ical S ession  program. I  c o u ld n ’t  
help  but be amused l a s t  Monday a f te rn o o n  as  I  was l i s t e n in g  
to  th e  c o n v e rsa tio n  in  our b u s in e ss  se s s io n  w ith  re g a rd  to
S ection-303  of th e  Code of th e  I n s t i t u t e —o f th e  P ro fe ss io n a l
E th ic s  o f th e  I n s t i t u t e —and th e re  were c e r t a in  a l lu s io n s  a s
to  th e  b r ig ,  a s  to  in c a rc e ra t io n s  th a t  might o ccu r, and I  was 
rem inded of a c e r ta in  farm er whose e f f o r t s  were norm ally  ex­
pended on h is  p o ta to  crop  which, u n t i l  he managed to  get him­
s e l f  in to  some tro u b le  w ith  th e  law; was sen tenced  to  n in e ty  
days in  p r is o n , r ig h t  in  th e  m iddle of th e  p la n tin g  season .
His angu ish  in  being  in c a rc e ra te d  was not sa ted  by 
a l e t t e r  he re c e iv e d  from h is  w ife . "Now you a re  in  th e  c l in k ,"  
i t  re a d , " I  suppose you expect me to  d ig  th e  f i e l d  and p la n t
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th e  p o ta to e s . W ell, I  am not going to  do i t . ”
The farm er devoted s e v e ra l hours to  m e d ita tio n .
Then he composed a l e t t e r  to  h is  w ife . "Don’t  you dare  d ig  
up th a t  f i e l d , ” he w ro te , "T h a t’s where I h id  a l l  th e  money 
and th e  g u n s .”
A few days l a t e r  he re c e iv e d  a second l e t t e r  from 
h is  w ife , a l e t t e r  a l iv e  w ith  in d ig n a tio n , “Somebody a t  th a t  
j a i l  must be re a d in g  your m a i l ,” she com plained. "The p o lic e  
were here and dug up th e  whole f i e l d ,  What do I  do now?"
From th e  co n ten ted  j a i l b i r d  came a f i n a l  m essage, 
"P lan t th e  p o ta to e s ."  [L aughter]
I  th in k  you w il l  a l l  a g re e , i t  i s  a m a tte r  of h i s ­
to r i c  re c o rd  as to  how our p ro fe s s io n  and th e  Code o f E th ic s  
o r ig in a te d .  Perhaps i t  w il l  be h e lp fu l to  p lace  th a t  h is to ry  
in  very  b r ie f  p e rsp e c tiv e  b efo re  you hear from our ta le n te d
panel t h i s  m orning.
The in d u s t r i a l  r e v o lu t io n ,  a long  about th e  m iddle 
of th e  N ineteen th  C entury , brought about th e  need fo r  in c re ase d  
c a p i ta l  and led  to  th e  c o rp o ra te  e n t i ty  concept in  a t t r a c t i n g  
th e  needed investm ent fu n d s . At th a t  tim e laws emerged which 
re q u ire d  f in a n c ia l  r e p o r ts  by management and, soon th e r e a f t e r ,  
th e  independent a u d it  gained accep tan ce  to  p rov ide s to c k ­
h o ld e rs  w ith  an o b je c tiv e  rev iew  of th e  re p o r te d  accomplishment
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T his accep tan ce  had, o f co u rse , th e  impact o f  e s ta b l i s h in g  
upon th e  acco u n tan t a s p e c ia l  r e s p o n s ib i l i t y —th e  r e s p o n s i­
b i l i t y  to  th e  managers and o u ts id e r s .  The e s ta b lish m e n t of 
th e  new r e s p o n s ib i l i t y  gave im petus to  th e  c r e a t io n  of th e  
I n s t i t u t e s  o f C hartered  A ccountants in  S co tland  and in  England 
and was fo llow ed by a p a t te rn  of c e r t i f i e d  p u b lic  acco u n tin g
laws being  passed  by th e  s e v e ra l s t a t e s  here  in  th e  U nited
S ta te s .
From th e  very  o u ts e t ,  th o se  w ishing to  become c h a r t ­
e red  ac c o u n ta n ts  or C e r t i f i e d  Public A ccountants were re q u ire d  
to  prove t h e i r  com petence, e i th e r  by exam ination  or in  term s 
o f  e x p e rien ce , o r bo th . R ules o f e th ic s  were e s ta b lis h e d
from th e  beginning  of our emergence and have been under con­
tin u o u s  s c ru tin y  to  a s su re  o u rse lv e s  and th e  p u b lic  th a t  th ey
a re  ad eq u a te .
J u s t ic e  Holmes once s a id ,  " I t  i s  th e  mark o f th e  
c iv i l i z e d  man th a t  he re-exam ines h is  own f i r s t  p r in c ip le s ,"  
and in  th a t  s p i r i t  we have in c lu d ed  th re e  o u ts ta n d in g  speak­
e r s  in  our program t h i s  morning a s  we a g a in  re-exam ine our 
f i r s t  p r in c ip le s .  We w i l l  be c o n s id e r in g , t h i s  m orning, th e
changing co n cep ts  in  th e  p ro fe s s io n ’ s e t h ic s .  The program i s
d iv id ed  in to  th re e  p a r ts  and d e a ls  g e n e ra lly  w ith  th e  th re e
p r in c ip a l  a re a s  of th e  acco u n tin g  fu n c tio n . These in c lu d e
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th e  a u d i t in g  and r e p o r t in g  fu n c tio n , ta x  p r a c t ic e  and manage­
ment s e r v ic e s .
Our f i r s t  sp eak er, Mr. Ralph F . Johns, w il l  d ea l 
w ith  th e  e x p lo ra tio n  of th e  problem s invo lved  in  th e  e th ic s  
o f a u d i t in g  and r e p o r t in g .  Mr. Johns i s  a p a r tn e r  in  th e  
Chicago O ffic e  o f  H askins and S e l l s .  He re c e iv e d  h is  BS and 
MS Degrees from th e  U n iv e rs ity  o f  I l l i n o i s .  Mr. Johns i s  a 
member of many c iv ic  and p ro fe s s io n a l o rg a n iz a tio n s . He i s  
c u r r e n t ly  se rv in g  th e  U n iv e rs ity  o f I l l i n o i s  Foundation  and
i s  a D ire c to r  o f th e  U n iv e rs ity  League C iv ic  and A rt Founda­
t i o n .  He i s  a form er P re s id e n t o f th e  A sso c ia tio n  of CPA
Exam iners. He has c h a ire d  many I n s t i t u t e  com m ittees and 
p re s e n tly  i s  th e  Chairman of th e  Committee on P ro fe s s io n a l 
E th ic s  o f th e  I n s t i t u t e .  His p u b lic a t io n s  in c lu d e  Palmer and 
B e l l ’ s "A ccountants Working P a p e rs ."  He i s  co -au th o r o f th e  
th i r d  e d i t io n  o f th e  prom inent book, "A u d itin g ."
I t  i s  w ith  a g re a t d e a l of p le a su re  th a t  I p re se n t
to  you Mr. Ralph F. Johns.
MR, RALPH S. JOHNS [ I l l i n o i s ;  Chairman, P ro fe s­
s io n a l E th ic s  Committee, American I n s t i t u t e  o f C e r t i f ie d  Pub­
l i c  A ccoun tan ts]: Good m orning, gentlem en. As our Chairman 
in d ic a te d , t h i s  morning th re e  speakers w i l l  c o v e r, among them, 
th e  e th ic a l  a s p e c ts  of p ro fe s s io n a l p r a c t ic e —a u d i t in g  and
348
r e p o r t in g , ta x a t io n  and management s e rv ic e s .
[Whereupon Mr. Johns proceeded to  d e l iv e r  th e  p re ­
pared te x t  o f h is  rem a rk s .]
MR, JOHNS: Thank you, [A pplause]
CHAIRMAN VANDERLAAN: Thank you v ery , very  much,
Mr. Johns, I am su re  a l l  o f us a re  im pressed by th e  d e l ib e r ­
a te  and p ro g re ss iv e  s te p s  f i r s t  tak en  b efo re  im portan t is s u e s
on r e p o r t in g  s ta n d a rd s  became a p a r t  of our e th ic a l  code,
I want to  remind a l l  of you t h a t ,  fo llo w in g  th e  th i r d  sp e a k e r’s 
a d d re s s , th e  o p p o rtu n ity  fo r  q u e s tio n s  w i l l  be given to  you.
While th e  pane l w i l l  be happy to  re c e iv e  q u e s tio n s  from th e
f lo o r ,  i f  you p re f e r  to  propose q u e s tio n s  in  w r i t te n  form , you
may leave  them a t  th e  d a is  d u rin g  a l a t e r  r e c e s s ,
9
In  August o f  1963, Bob W itch ie , th en  P re s id e n t of 
th e  American I n s t i t u t e ,  announced a new program fo r  issu an ce  
o f s ta tem en ts  on r e s p o n s i b i l i t i e s  in  ta x  p r a c t ic e  to  be i s ­
sued by th e  I n s t i t u t e  Committee on F ed e ra l T ax a tio n . S ince
th a t  d a te  th re e  s ta tem en ts  have emerged, and I  am su re  a l l  of 
you a re  acq u a in ted  w ith  them. The a p p l ic a t io n  o f th e  Code of 
E th ic s  to  ta x  p ra c t ic e  and th e  r e s p o n s ib i l i t y  o f th e  CPA/re- 
tu rn  p re p a re r  to  h is  c l i e n t ,  to  th e  government and to  th e  
p u b lic  i s  th e  su b je c t of our second speaker t h i s  morning.
?
Matthew F . Blake i s  a P a r tn e r  o f th e  firm  of Herbman
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and C ranston , New York C ity . He ho lds an AB Degree from Holy 
C ross, an MBA Degree from New York U n iv e rs ity  and an LLD 
Degree from S t . Jo h n ’ s U n iv e rs ity . He i s  a Member of th e
C ouncil and o f th e  E xecutive Committee of th e  American I n s t i ­
t u t e .  He has been fo r  th e  p a s t four y ea rs  Chairman of th e  
I n s t i t u t e ’ s Subcommittee on R e s p o n s ib i l i t i e s  in  Tax P ra c t ic e .
Mr. Blake i s  a Member of th e  A dvisory Committee o f
th e  New York U n iv e rs ity  Tax I n s t i t u t e  and a L e c tu re r  a t  New
York U n iv e rs ity , on ta x a t io n .  He has w r i t te n  e x te n s iv e ly  on 
ta x  s u b je c ts  and i s  a c o n tr ib u t in g  e d i to r  to  th e  Tax C lin ic
S ec tio n  o f th e  Jo u rn a l o f  A ccountancy. I t ’ s w ith  p le a su re  
th a t  I in tro d u ce  to  you Matt B lake. [A pplause]
MR. MATTHEW F. BLAKE [New York; Member of AICPA 
C o u n c il]: Thank you, Jim . S ev era l y ea rs  ago a r e p o r te r  from -- 
in  M anhattan, checking around w ith  some so u rce s , c a l le d  and 
sa id  he was w ritin g  a p iece  which—th e  th r u s t  o f which would
be th a t  th e  p u b lic  accoun tan t had a v e s te d  in t e r e s t  in  g e t t in g
th e  ta x  law a l l  com plicated  and th a t  t h i s  i s  a g re a t source
of our income, and what d id  I  have to  say about i t .
I t  was a kind o f a c h a lle n g in g  q u e s tio n , you must
ad m it. F o rtu n a te ly  I  was a b le  to  fu rn is h  some answ ers. In 
a survey made by Elmo Roper p u b lish ed  back, I  th in k , in  1963 
in  which some o f th e  m anufactu ring  e x e c u tiv e s  were qu izzed  a s
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to  why they  asked CPA’ s to  do t h e i r  work, and th e  g re a t m ajor­
i t y  of them sa id  t h a t —and, I th in k  maybe h is  q u e s tio n s  were 
lo ad ed , bu t l e t ’ s ta k e  i t ,  anyway—th a t  th e  CPA knows so much 
about ta x e s  th a t  you a re  su re  th e  r e tu r n  i s  a c c u ra te ;  next 
l in e  was " P repares r e tu r n  th a t  won’t  be q u e s t io n e d .”
W ell, on th e  re sp o n se s—i t  was a m u ltip le -c h o ic e  
q u e s tio n —a l l  th ey  had to  do was—and, "F ind ing  lo o p h o le s” 
was f a r  down th e  l i s t  and , in  th e  i n t e r e s t  o f som ething on 
th e  p sy ch o cy b e rn e tic s , where you get to  be what you th in k  you 
a r e ,  maybe we ought to  f in d  out what we r e a l ly  a r e .  I  th in k  
i t ’ s h e lp fu l to  u s , in  s e t t in g  a background fo r  t h i s  d is c u s ­
s io n , to  r e a l i z e  th a t  our c l i e n t s ,  fo r  th e  most p a r t ,  view 
ta x a t io n  a s  a d e fen s iv e  m a tte r . They a r e n ’t  a g g re ss iv e
p eo p le , by and la rg e .  There a re  some b u t, fo r  th e  most 
p a r t ,  th ey  l ik e  to  s le ep  n ig h ts ,  and a t  l e a s t  t h a t ’ s what th e  
Elmo Roper survey t e l l s  u s .
R ecen tly  th e  Bar A sso c ia tio n  issu e d  i t s  O pinion-314, 
which d e a ls  w ith  v a r io u s  q u e s tio n s  in  th e  e th ic s  o f ta x  p ra c ­
t i c e  by law y ers . We happen to  know th a t  th ey  got t h i s  out 
because our r e s p o n s ib i l i t y  program kind o f had them hemmed 
in .  So, we could ta k e  some c r e d i t  fo r  i t ,  but i t  i s ,  I  th in k , 
s ig n i f ic a n t  to  r e a l i z e  th a t  th ey  were a b le  to  com press t h e i r  
answ ers to  t h i s —th e se  very i n t e r e s t i n g  and d i f f i c u l t  i s s u e s —
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in to  a r e l a t i v e l y  few pages, whereas we a re  embarked on a 
lo ng -range  program o f is s u in g  s ta te m e n ts  on r a th e r  e a r th y  
s u b je c ts .  I  say i t ’ s s ig n i f i c a n t ,  f o r  t h i s  re a so n —th a t  th e  
lawyer has been an ad v o ca te , and alw ays w i l l  be. He doesn ’t  
have to  look  around fo r  new ways o f hand ling  h im se lf , o r new 
a t t i t u d e s ,  w hereas—and, o f co u rse , h is  canon o f  e th ic s  d e a ls  
w ith  th e se  s u b je c ts .  In  th e  case  o f  th e  C e r t i f ie d  P ub lic  Ac­
c o u n ta n t, however, our Code of E th ic s  i s  independence o r ie n te d . 
We have v i r t u a l ly  n o th in g  on th e  su b je c t of ta x  p r a c t ic e ,  a d - 
vocay, and so f o r th  and , co n seq u en tly , we have a s e r io u s  vo id  
in  our s e l f - r e g u la to ry  p ro cess  and, o f co u rse , we hope to  
remedy t h i s  th rough  our p re se n t program , and I  th in k  i t ’ s 
been in d ic a te d  to  you, we a re  making some p ro g re s s .
T his s i tu a t io n  has been to  some e x te n t worsened by 
t h i s  p r a c t i t i o n e r ’ s b ib le ,  whereby a C e r t i f i e d  P ublic  Account­
a n t and th e  law yer, of c o u rse , i s  e n t i t l e d  to  p r a c t ic e  befo re
th e  I n te r n a l  Revenue S erv ice  w ithout a c e r t i f i c a t e —a card
from th e  S e rv ic e , T h is , o f c o u rse , throw s th e  p o lic in g  a c t i v ­
i t y  back to  th e  CPA, th e  I n s t i t u t e  and S ta te  S o c ie t ie s  b u t, 
o f co u rse , p u ts  a much g re a te r  burden on us In  our s e l f -  
r e g u la to ry  p ro c e s s .
Now, back  i n — th e  o r i g i n  o f  o u r  p rogram  was u n d e r 
?
th e — s ta r te d  w ith  P re s id en t Mark E aton , some tw elve or fo u rte e n
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y ea rs  ago , and n o th in g  much happened. About 1963 or 1964,
?
Commissioner Mortimer Caplan began to  make n o ise s  abou t mov­
ing  in  on th e  p r a c t i t i o n e r s ,  coming up w ith  new r u l e s ,  and so 
f o r th ,  and th en  th e  E th ic s  Committee came up w ith  Opinion 
T h ir te e n , which sa id  th a t  th e  te c h n ic a l  s ta n d a rd s  o f  th e  Code 
of E th ic s  do not apply  to  ta x a t io n ,  so we had a r a th e r  d i f f i ­
c u l t  s i tu a t io n  w ith  which to  cope.
F o r tu n a te ly , th rough  th e  p resen ce  of P re s id e n t E a t­
on, we d id  have a program under way and began to  is s u e  th e
s ta te m e n ts , and we know th e  hea t has been tak en  o f f  down in
W ashington; th e y  a re  very  p leased  w ith  w hat’ s going on and 
th ey  a re  ready to  encourage u s , even though we a t  tim es  have 
a l i t t l e  tro u b le  in  g e t t in g  to g e th e r  on what th in g s  mean.
Now, S tatem ent Number One was is su e d  in  Septem ber, 
1964. T his was th e  f i r s t .  I t  d e a ls  w ith  s ig n in g  ta x  r e tu r n s .  
This i s  r e l a t i v e l y  sim ple s t u f f — so I  have been to ld ,  anyway. 
I t  had one in te r e s t i n g  f e a tu re  to  i t ,  which i s  th a t  th e  Mem­
b ers  o f th e  Tax Committee—not our Subcommittee but th e  Mem­
b ers  of th e  Tax Committee decided th a t  th ey  should go beyond 
th e  b a r r ie r  o f th e  r e g u la t io n s  to  th e  e f f e c t  th a t  you must 
s ig n  a ta x  r e tu r n  a s  a C PA /preparer, even though you re c e iv e  
no f e e .  T his r e a l ly  i s n ’t  a v e ry  m eaningful t h i n g ,  e x c e p t 
th a t  i t  im p lie s  p r id e  in  th e  work of th e  CPA and which we f e l t
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was most encourag ing  to  us in  our fu tu re  e f f o r t s .
Now, th e  second p o in t ,  which seems to  have been
m issed by people who id e n t i f y  S tatem ent Number One a s  innocu­
ous i s  th a t  i t  says th a t  i t ’ s th e  CPA’ s conscience  as to  what 
goes in to  th e  ta x  r e tu r n ,  not th e  c l i e n t ’ s .  T his has very  
broad r a m if ic a t io n s  and I  know i t  ru n s q u ite  co u n te r to  th e  
th in k in g  o f many p eo p le . S tatem ent Number Two i s  concerned 
w ith  whether a rev iew er must—may sig n  a p r e p a r e r ’s d e c la ra ­
t io n .  We had a l i t t l e  tro u b le  w ith  t h i s  in  th e  T reasury  
Department because we co u ld n ’t  f in d  of anybody ever heard o f 
th e  rev iew ing  fu n c tio n  b e fo re ; i t  was unknown to  th e  I n te r n a l  
Revenue S erv ice  but very  common among CPA’s . C o n cep tu a lly , 
i t ’ s lin k e d  w ith  th e  a b s t r a c t  q u e s tio n  a s  to  whether th e re  i s  
an  elem ent o f c r e d i b i l i t y  added to  a ta x  r e tu r n  signed by a 
CPA, and t h i s  Committee decided  th a t  we would oppose th e  
s ig n in g  o f rev ie w e r—and, th e  sta tem en t does t h i s —u n le ss  th e  
rev iew er had assem bled a s  much in fo rm atio n  a s  though he were 
th e  p re p a re r ,  so th a t  we, in  e f f e c t ,  ex h au lted  th e  m eaningfu l­
n ess  o f th e  CPA sta tem en t on a ta x  r e tu r n  and , we hope, moved 
a t  le a s t  a few in ch es in  th e  d i r e c t io n  o f a b e t te r  a lignm ent
w ith  our t e s t  fu n c tio n .
R e c e n t ly - i s s u e d  S ta te m e n t Number T hree  d e a l s  w ith
answ ers to  q u e s tio n s  on ta x  r e tu r n s .  T his provoked more
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co n tro v e rsy  th an  th e  r e s t  because i t  a f f e c te d  a l o t  more ta x  
r e tu r n s  and l o t s  more people b u t, u l t im a te ly ,  t h i s  i s  being
issu e d  and we would be very in te r e s te d  to  see how i t  works.
I t  r e a l l y ,  oh, d id n ’t  announce any new p r in c ip le ,  h e re , because 
th e  ta x  r e tu rn  j u r a t  has th e  word "com plete” in  i t  and , a 
r e tu r n e r  has unanswered q u e s tio n s , o b v io u s ly , i t ’ s no t com­
p le te ;  however, we d id  th in k  th a t  we ought to  have something 
th a t  s t a t e s  th a t  th o se  people who only  answer th e  q u e s tio n s
where th a t  answer i s  fa v o ra b le  to  th e  c l i e n t  should be to ld
to  stop  and, a l s o ,  we understood  th e re  were some p r a c t i t io n e r s
who never answer any q u e s tio n s .
Proposed S tatem ent Number Fo u r, which I  understand
a s  o f l a s t  n ig h t has been approved; th e re  were no d is s e n ts ,  
a t  a l l ,  in  i t s  c i r c u la t io n  in  th e —among th e  F e d e ra l Tax 
Committee—ta k e s  a l i t t l e  b i t  o f a change in  d i r e c t io n .  I t
r e a l l y  i s  meant to  be h e lp fu l to  th e  p r a c t i t i o n e r  because th e  
se rv ic e  has r e a l ly  used t h i s  propaganda fo r  y ea rs  t h a t ,  when
you s ig n  an E ig h t-se v e n ty , t h i s  i s  an agreem ent; you a re  
bound, by honor; you c a n ’t  make changes th e  nex t tim e around, 
th e  nex t ta x  r e tu r n ;  you’ve got to  be c o n s is te n t ,  from year
to  y e a r .
W ell, th e y  d o n ’t  o b se rv e  t h i s ,  a s  we a l l  know. They 
approach each ta x  r e tu r n  a s  a new m a tte r , and a l l  we a re  t r y in g
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to  say , h e re , i s  th a t  th ey  a re  no b e t te r  th an  we a r e .  We 
p rep are  th e  r e tu r n s  to  th e  b es t o f our a b i l i t y ,  based upon
what i s  in  f ro n t o f us a t  th e  tim e .
S tatem ent Number F iv e , which i s  now on th e  f in a l  
s ta g e s  o f p re p a ra t io n , d e a ls  w ith  how to  handle m is tak es in  
ta x  r e tu r n s .  Now, as to  th e  r e a c t io n  o f our membership, 
g e n e ra lly  speak ing , from what we h ea r—and , I  have ta lk e d  w ith  
many people on th e  s u b je c t—th e  p ro fe s s io n  su p p o rts  t h i s  prog­
ram of o u rs and we have been a b le ,  th rough  our e f f o r t s  to  
in  e f f e c t  b rin g  o th e r  p ro fe s s io n s  a long  where th ey  a re  making
s ta te m e n ts . The P ublic  A ccountants r e c e n t ly  came out w ith
one and, a s  I  have in d ic a te d , th e  Bar A sso c ia tio n  came up w ith  
O pinion-314.
I f  I  were to  t r y  to  summarize th e  r e a c t io n s  I have 
heard , th e y  run  about t h i s  way—one group, th e  la rg e s t  one, 
fo r tu n a te ly ,  says th a t  th e  p ro fe s s io n  needs t h i s  s e l f - r e g u la ­
t i o n ,  but th e  Committee ought to  ta k e  th in g s  easy ; l e t ’ s 
not get so pure th a t  we d riv e  good ta x p ay e rs  over to  th e  o th e r  
p r a c t i t i o n e r s .  This i s  u n d e rs ta n d a b le . The nex t one says 
th a t  th e  f i r s t  th re e  s ta tem en ts  a re  r e l a t i v e l y  innocuous, but 
you ought to  q u it  w hile you a re  ahead . [L augh ter] The th i r d  
says th a t  th e  program was wrong to  begin w ith ; you should not 
have issu e d  any, and don’t  is s u e  any more.
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One, o f c o u rse , I  th in k  th e  b as ic  o b je c tio n  i s  th e  
fe a r  o f lo s s  o f  c l i e n t s ,  due to  co m p etitio n  from o th e r s —th a t  
i s ,  i f  we come th rough  w ith r u le s  which a re  d i f f i c u l t  fo r  th e  
c l i e n t ,  th e  ta x p a y e rs  a re  going to  go to  o th e r  p eo p le . There 
i s  no in d ic a t io n  of t h i s  y e t .
S tatem ent Number T hree, d e a lin g  w ith  answ ers to  
q u e s tio n s , probably  w il l  be more c o s t ly  fo r  th e  p r a c t i t i o n e r ;  
he i s  going to  have to  do more work to  t r y  to  f in d  answ ers to  
q u e s tio n s . But, we have no o th e r  ta n g ib le  r e s u l t s .
Now, look ing  backward—and I  am, a s  o f tomorrow, 
f in is h e d  with t h i s  a c t i v i t y — some o f th e  re a so n s  th a t  we have
based our th in k in g  on run  l ik e  a lo n g  th e se  l i n e s —th a t  th e
r e s p o n s ib i l i t y  s ta tem en ts  w i l l  c r e a te  an aw areness th a t  th e re
both  good and bad p r a c t i c e s ,  th u s  p u t t in g  an end to  th e  p h i lo s ­
ophy th a t  an y th in g  goes a s  i t  reduces ta x e s  fo r  th e  c l i e n t ,
Then, to o , i t  should make a v a i la b le  to  th e  p r a c t i t i o n e r  a frame
o f re fe re n c e  fo r  use in  r e s i s t i n g  undue p re ssu re  from th e
c l i e n t ,  and we have had some good r e p o r ts  a long  th e s e  l i n e s .  
I t ’ s no longer n ecessa ry  to  d ea l w ith  th e  th in g  on a m an-to- 
man b a s is ;  i t ’ s e a s ie r  to  p o in t to  a s ta tem en t and say , " I t  
say s , h e re , I  can ’t  do i t , ” and u su a lly  th e  c l i e n t  w i l l  go
a lo n g .
In tim e , th e  prem ise and rea so n in g  s e t  f o r th  in  th e
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sta tem en t w il l  have th e  e f f e c t  o f b u ild in g  up a s o r t  o f common 
law, which should be u s e fu l .  We hope th a t  i t  w il l  spur improve­
men t in  th e  te c h n ic a l  le v e l  o f  ta x  p ra c t ic e  by prom pting th e  
p r a c t i t i o n e r  to  search  more d i l i g e n t ly  fo r  th e  r ig h t  answ er, 
in s te a d  o f r e ly in g  upon t a c t i c s  v i s - a - v i s  th e  revenue a g e n t. 
A lso , to  some minor e x te n t ,  we hope i t  w i l l  narrow  th e  gap
between s ta n d a rd s  in  th e  a t t e s t  fu n c tio n  and in  ta x a t io n .
Now, u l t im a te ly ,  th e  answer to  t h i s  q u e s tio n  o f th e  
p o s s i b i l i t y  of lo s in g  c l i e n t s ,  I  th in k , g e ts  down to  t h i s — 
th e re  a re  some p r a c t ic e s  th a t  j u s t  should  no t be condoned,
and th e re  a re  some c l i e n t s  th a t  should no t be se rv ed . I t ’ s
j u s t  th a t  sim ple.
Now, I  have tak en  a c rack  a t  som ething th a t  I  have 
never seen in  p r in t  b e fo re —maybe you have—which i s  th e  d i s ­
cu ss io n  o f  independence and ta x  p r a c t ic e .  I  don’t  know where 
I  w il l  wind up, but we w il l  ta k e  a c rack  a t  i t .  F i r s t ,  I 
th in k  i t ’ s im portan t to  r e a l i z e  th a t  i t  i s  not an o b je c tiv e  
o f th e  r e s p o n s i b i l i t i e s  program to  come up w ith  a s o -c a l le d  
c e r t i f i e d  ta x  r e tu r n ,  whereby we would re n d e r an  op in ion  on 
a r e tu r n .  T his i s  no t our th o u g h t. As a m a tte r  o f f a c t ,  i t
i s  our hope t h a t ,  i f  we can pu t th in g s  in  o rd e r , th a t  th e re  
w ill  be no such r e p e t i t io n  o f th e  p re ssu re  fo r  t h i s  type  o f 
arrangem ent. So, we p lan  to  keep in ta c t  th e  p re se n t
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r e la t io n s h ip s  w ith  c l i e n t s  and th e  IRS.
Now, a q u e s tio n  being  asked o u ts id e  o f our p ro fe s ­
sion  i s  whether ta x  work has an e ro s iv e  e f f e c t  upon independ­
ence in  th e  a t t e s t  fu n c tio n . B efore t r y in g  to  b rin g  th e se  
two d iv e rse  m a tte rs  in to  fo c u s , I  th in k  i t ’ s w ell to  r e a l i z e  
th a t  th e re  a r e n ’t  many a b s o lu te s  in  t h i s  w orld , and independ­
ence in  th e  a t t e s t  fu n c tio n  i s  not one o f them. I t  i s  a r e l a ­
t iv e  f a c to r ,  I t  i s  h igh , too  h igh  fo r  some, c e r t a in ly  h ig h er 
th a n  an y th in g  we can ach ieve  in  ta x a t io n ,  but i t  s t i l l  i s  
r e le v a n t ,  and I  c i t e  to  you a t  l e a s t  in  my own view th e  fa c t  
th a t  th e  ru le  o f m a te r ia l i ty ,  which i s  e s s e n t i a l  in  a u d it  
work, i s  used m ainly a s  a r a t io n a l i z a t i o n  in  favo r o f  th e
c l i e n t  where th e  item  i s  sm a ll.
Now, l e t ’ s make i t  c le a r  th a t  I  am an o ld  hand in  
ta x a t io n .  As a m a tte r  o f f a c t ,  t h i s  o th e r  fe llo w  by th e
name of Matthew who i s  a ta x  a s s e s s o r  and a s  an av o ca tio n
wrote g o sp e ls , I  have fought him, many tim e s . So, I go back 
a few y ea rs  in  ta x  p r a c t ic e .  I t ’ s not only  e s s e n t i a l  o r 
d e s ira b le  fo r  th e  CPA but i t ’ s e s s e n t i a l  to  th e  government; 
th ey  have to  keep us in  b u s in e ss , but under th e  p roper au sp ic e s , 
and y e t ,  from an independence p o in t o f view, I  am su re  th e re
a r e  t im e s  when th e  a u d i t o r  w ish e s  t h a t  t h e r e  was no t a x
a c t i v i t y  around . This i s n ’t  a g e n e ra l c l i e n t ,  and o f te n  we
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ta x  people a re  very h e lp fu l to  th e  a u d i t  s id e  and in  view o f 
our knowledge o f p o te n t ia l  d e f ic ie n c ie s  and o th e r  m a tte rs .
B ut, th e re  a re  a c tu a l  o r p o te n t ia l  c o n f l i c t s  and we a re  going 
to  t r y  to  rev iew  them.
Opinion Twelve, p u b lish ed  by th e  Committee on Pro­
f e s s io n a l  E th ic s , d e a ls  w ith  one a s p e c t—th a t  i s ,  th a t  th e  CPA
who perform s ta x  work and a ls o  i s  a u d i to r  for th e  same c l i e n t
may r e t a in  th e  re q u ire d  degree of independence w ith  re s p e c t 
to  th e  l a t t e r ,  p rov ided  th a t  he does not t r e s p a s s  upon man­
agement decision -m ak ing  p re ro g a tiv e . Now, t h i s  can be a r e a l  
problem  in  ta x a t io n  because ou rs i s  a d i f f i c u l t  f i e l d .  The 
c l i e n t  only  h a lf  u n d erstan d s what we a re  ta lk in g  a b o u t, and 
so we might do our b es t to  inform  him as  to  th e  r e l a t iv e  
v a lu es  b u t, in th e  long ru n , he i s  going to  say "A ll r i g h t ,  
th a t  sounds good—b u t, now, what do I  do?”
So, t h i s  i s  n o th in g  we can b rush  a s id e .  The fa c t  
i s  th a t  i t  i s  th e  c l i e n t ’ s p re ro g a tiv e ;  i t ’ s h is  r e s p o n s i­
b i l i t y .  I t  should not be ou rs and , i f  we have to  spend a 
l i t t l e  more tim e and e f f o r t  to  le a rn  to  be b e t t e r  p r e s e n te r s ,  
we’d ju s t  b e t te r  do i t  because , o th e rw ise , we can have an 
im pairm ent of independence.
Now, even w ith th e  dec ision -m ak ing  autonomy p re ­
se rved , we a re  s t i l l  not out of th e  woods because we have
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th e  m a tte r  o f p o te n t ia l  d e f ic ie n c ie s .  The sim ple case  i s  
where th e  c l i e n t ’ s p o s i t io n  a s  to  an item  seems sound, but 
i t ’ s no t f re e  from doubt. I t ’ s assumed, o f co u rse , th e  item  
i s  m a te r ia l .  Under Opinion T h ir te e n  o f th e  E th ic s  Committee, 
th e  CPA in  ta x  p ra c t ic e  may re s o lv e  doubt in  fav o r of th e  
c l i e n t ,  a s  long a s  th e re  i s  re a so n a b le  support fo r  th e  c l i e n t  
p o s i t io n .  May th e  CPA fo llo w  t h i s  same reaso n in g  in  making 
th e  a u d i t  d e c is io n ?  P o ss ib ly , th e  O p in io n -T h irteen  r u le  does 
ap p ly ; I  don’t  know of any o th e r .  But, th e  one though t to  
prom ote, h e re , i s  th a t  i f  th e re  i s  any d o ub t, my recommenda­
t io n  would be to  c o n su lt le g a l  c o u n se l.
The most vexing c o n s id e ra tio n  in  t h i s  a re a  i s  th a t  
revenue a g e n ts  have grown in c re a s in g ly  c u rio u s  about th e  make­
up of p ro v is io n s  fo r  f e d e ra l  income ta x .  Your F ed e ra l Tax
Committee has been t r y in g  to  d e c la re  t h i s  ou t o f bounds, but 
I don’t  know what p ro g re ss  i s  being made. T his seems to  be 
good ta x  a d m in is tra t io n , to  go out and get a l l  th e  dope you 
can on w hat’ s happening, but i t  p u ts  th e  a u d i to r  in  a very  
awkward p o s i t io n  because i t —o b v io u s ly , th e re  w i l l  be c l i e n t  
p re s su re  t o —not to  make a m arg inal ta x  p ro v is io n  and , r e ­
g a rd le s s  o f  how co n se rv a tiv e  th e  th in k in g , a s  th a t  e n te r s  in to
th e  d e te rm in a tio n  o f whether i t ’ s good o r bad, i f  a  revenue 
agen t knows you a re  nervous about an item , th e  chances a r e ,
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th e  c l i e n t  w il l  have to  pay some t a x . T his i s  j u s t  th e  way 
i t  works.
The problem  fa c in g  th e  CPA engaged in  a u d i t ,  asked 
by a c l i e n t  to  go a lo n g  w ith  him and not s e t  up a p ro v is io n  
fo r  an item  of income or d ed u c tio n —a ta x  p ro v is io n , th a t  
i s —i s  in  one o f th e  most troublesom e sp o ts  you can be in ,  
in  our p ro fe s s io n . The c l i e n t  a rg u es  th a t  s e t t in g  up th e  
p ro v is io n  w ill  a l e r t  th e  revenue agen t and p re ju d ic e  h is
chance to  e f f e c t  a ta x  sav in g . I f  th e  CPA were to  acq u iesce
in  t h i s ,  he would be runn ing  th e  r i s k  o f s ig n in g  an op in ion  
on d i r e c t iv e  f in a n c ia l  s ta tem en ts  and being  found in —la c k in g  
in  o b je c t iv i ty .  The second i s  more s e r io u s  th an  th e  f i r s t
because of th e  impairment o f  independence. The CPA r e a l ly  has 
no cho ice  but to  r e j e c t  th e  c l i e n t ’ s p le a ,  a lth o u g h  f i r s t  he 
should ask  th e  c l i e n t  to  o b ta in  an independent le g a l  op in ion
as  to  th e  m erit o f th e  ta x  item .
The re p re s e n ta t io n  o f a c l i e n t  befo re  th e  I RS in
an a d m in is tra t iv e  p roceed ing  th a t  i s  an ap p ea l o f  a revenue 
a g e n t’ s exam ination  i s  j u s t  about m utually  e x c lu s iv e  w ith  th e  
concept o f  independence. The CPA must a t te m p t, w ith  a l l  th e  
e th ic a l ly - a c c e p ta b le  weapons a t  h is  command, to  advance th e  
c l i e n t ’ s i n t e r e s t .  T h is  i s  h i s  j o b .  At th e  same t im e ,  when 
h e’ s asked by h is  a u d it  p a r tn e r  a s  to  im pact on f in a n c ia l
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s ta tem en ts  of a p o s s ib le  ta x  d e f ic ie n c y , th en  he has to  put 
on h is  o th e r  h a t .  His candid  op in ion  as to  w hether th e  item  
i s  good or bad id  a c o n f id e n t ia l  m a tte r  b u t, u n fo r tu n a te ly , 
a g a in , we’ve got t h i s  f a c t  th a t  Uncle Sam i s  lo o k in g  over your 
shou lder and, i f  th e  ta x  p ro v is io n  shows up in  th e  annual 
r e p o r t ,  maybe i t ’ s going to  a f f e c t  th e  outcome of th e
ta x  ca se .
However, in  my view, independence i s  param ount.
I t  i s  th e  most im portan t c o n s id e ra tio n  in  any o f  th e s e  m a tte rs
and I  would th in k  th a t  any such con f l i c t  might be re so lv e d  in
term s o f independence.
I th in k  th a t  one m a tte r  th a t  ought to  be s tu d ie d  i s  
w hether, given t h i s  second s i t u a t io n ,  where th e  CPA i s  r e p re ­
se n tin g  th e  c l i e n t  in  an a d m in is tra t iv e  p roceed ing  a s  to  
whether or n o t—and, a l s o ,  he i s  an a u d i to r  re n d e r in g  op in ion
on a f in a n c ia l  s ta tem en t as to  w hether he should  inform  th e
c l i e n t  o f h is  p o s s ib le  c o n f l ic t  o f i n t e r e s t —now, th e  term  
"advocate  of th e  c l i e n t ” i s  used by CPA’ s to  d e sc r ib e  t h e i r  
r e la t io n s h ip  to  th e  c l i e n t  in  th e  IRS, bo th  In  ta x - r e tu r n  
p re p a ra t io n  and a d m in is tra t iv e  p ro cee d in g s , and th e re  i s  no 
doubt t h a t ,  in  a d m in is tra tiv e  p ro cee d in g s , h e ’ s got to  be an 
ad v o ca te . Somebody has to  be in  th e  c l i e n t ’ s co rn e r and, 
a s  I  say , t h i s  i s  h is  jo b . Probably th e  terra "a d v o c a te ,”
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h e re —and, i t ’ s always annoyed me; I  wish we might f in d  another, 
because , being a member of th e  b a r , I ’d ju s t  a s  soon not be 
known as  an advocate  fo r  c l i e n t s  when I  am a p r a c t ic in g  CPA.
The term  probab ly  was f i r s t  used a s  a d is c la im e r  by th e  CPA
and th a t  in  th e  p a r t i c u la r  m a tte r  he was c lo th e d  w ith  th e
same independence th a t  he has when e x e rc is in g  an a t t e s t  func­
t io n .  However, as  happens, th e  term  in to x ic a te d  many people 
and i t  became th e  b as ic  ph ilosophy o f  many o f our Members in
ta x  p r a c t ic e .  They—I have heard th a t  even in  th e  p re p a ra ­
t io n  of a ta x  r e tu r n ,  you must be an "advocate  o f th e
c l i e n t , ’’
W ell, I  th in k  i t ’ s a term  th a t  i s  very  p o o rly  a p p lie d  
in  ta x - r e tu r n  p re p a ra t io n —not th a t  you don’t  re so lv e  m a tte rs  
in  fav o r o f th e  c l i e n t ,  but t h i s  i s  a  d e fe c tiv e  f in a n c ia l  
s ta te m e n t; i t ’ s a sta tem en t under o a th , and i t  i s  no t a 
p le a d in g  such as i s  f i l e d  by a law yer in  a c i v i l  o r c r im in a l 
m a tte r , or by a CPA in  an a d m in is tra t iv e  p ro ceed in g . You’ve 
got to  make t h i s  d i s t in c t io n ,  to  my mind b u t, in  th e  absence 
of s p e c if ic  code by th e  AICPA, s p e c if ic  p ro v is io n  fo r  t h i s  
whole a re a  o f advocacy in  our code, we do have a s e r io u s  
gap, and i t  seems to  me th a t  I  don’t  want to  pass a long  
any more jo b s  to  R alph’ s Committee; th e y  a re  s t i l l  a l i t t l e
s tag g ered  from T h re e -o h -th re e , but I th in k  t h i s  i s  a major
>
364
problem we have in  th e  a re a  o f t a x a t io n .
I t  might be u se fu l in  t h i s  re g a rd  to  r e p o r t  to  you 
on some e x c e rp ts  from th e  la w y ers ' op in ion  Number-314, now, 
r e l a t in g  to  ta x - r e tu r n  p re p a ra t io n . I t  r e a d s , in  p a r t ,
A law yer who i s  asked to  a d v ise  h is  c l i e n t  in  
th e  course  o f th e  p re p a ra t io n  of th e  c l i e n t ’ s ta x  r e ­
tu r n s  may f r e e ly  urge th e  s ta tem en t o f p o s i t io n  most 
fav o rab le  to  th e  c l i e n t ,  j u s t  a s  long as th e re  i s  
re a so n ab le  b a s is  fo r  th o se  p o s i t io n s .
A nother,
In  a l l  c a se s  w ith  re g a rd  both  to  th e  p re p a ra t io n
o f r e tu r n s  and n e g o t ia t in g  a d m in is tra t iv e  s e tt le m e n ts ,
th e  law yer i s  under duty not to  m islead  th e  IRS d e l ib ­
e r a te ly  and a f f i rm a t iv e ly ,  e i th e r  by m issta tem ent o r
s i le n c e  o r by p e rm ittin g  h is  c l i e n t  to  m is lead .
And, a s  s ta te d  in  Canon F if te e n ,
The lawyer must obey h is  own c o n sc ie n ce , no t th a t
o f h is  c l i e n t .
Now, in  term s of a d m in is tra t iv e  p ro ceed in g s , th e  
Opinion-314 s t a t e s  th a t  th e  law yer, v e rsu s  th e  IRS, i s  in  no 
d i f f e r e n t  p o s i t io n  th an  th e  lawyer v e rsu s  law yer. T h is i s  a
q u e s t io n  o f  a d v e rs e  p a r t i e s  a n d , in  my v iew , t h i s  i s  t h e  
p o s i t io n  o f th e  CPA engaged in  a co n tro v e rsy  w ith  th e  I n te r n a l
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Revenue, and t h i s  r e l a t e s  to  our forthcom ing Opinion Number 
F iv e , where th e  c l i e n t  has m is led  th e  IRS but w ithout th e  
law y er' s knowledge; upon d isco v ery  o f th e  m is re p re s e n ta tio n , 
th e  law yer must a d v ise  th e  c l i e n t  to  c o r re c t  th e  s ta te m e n t.
I f  th e  c l i e n t  r e f u s e s ,  th e  law y er’ s o b l ig a t io n  depends upon 
th e  c irc u m sta n ces . I f  i t  ap p ears  th a t  th e  S e rv ice  r e l i e s  upon 
th e  lawyer as  c o r ro b o ra tin g  th e  f a l s e  s ta te m e n t, he should
d is s o c ia te  h im se lf from such r e l ia n c e  u n le ss  to  do so would
have th e  e f f e c t  o f v io la t in g  th e  p r iv i le g e d  r e la t io n s h ip  
between law yer and c l i e n t .
A nother,
N e g o tia tio n  and se ttle m e n t p ro ced u res do no t c a rry  
w ith  them th e  g u aran tee  th a t  a c o r re c t  ta x  r e s u l t  n ec es­
s a r i l y  o ccu rs ; th e  l a t t e r  happens, i f  a t  a l l ,  s o le ly  
by reaso n  of chance [ s i c . ] .  Counsel in  ta x  m a tte rs  w il l  
alw ays urge a se ttle m e n t of a c o n tro v e rsy —th e  s tro n g  
p o in ts  o f h is  case  and m inimize th e  weak [ s i c . ] .
Now, I  see n o th in g  in  th e se  e x c e rp ts  from Opinion 
314 or from a read in g  o f th e  e n t i r e  document th a t  i s  incon­
s i s t e n t  w ith  th e  approach o f  a r e s p o n s i b i l i t i e s  subcom m ittee, 
what has been sa id  to  d a te  and what i s  in  th e  works, and I 
th in k  t h i s  has a g re a t d ea l o f s ig n if ic a n c e  in  many o f th e  
th in g s  we a re  doing in  our r e la t io n s h ip  w ith  th e  a t to rn e y s ,
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b u t, u n fo r tu n a te ly , they  have tre a tm e n t in  t h e i r  canons o f 
e th ic s  on th e  su b je c t and we don’t .
Now, in  c o n c lu s io n , th o se  o f us who have th e  job  
o f h ir in g  ta x  s t a f f  know th a t  th ey  a re  v i r t u a l ly  u n o b ta in ab le  
and , to  my mind, i t ’ s a d is tu rb in g  thought t h a t ,  w ith  th e  
tre n d  among c o lle g e  s tu d e n ts  tow ard a l t r u i s t i c  endeavors, 
th a t  th e  n o tio n  held  by some t h a t ,  to  be s u c c e s s fu l in  ta x
p ra c t ic e  you must be a l i t t l e  d ish o n e s t c e r t a in ly  p u ts  us in
a very  d i f f i c u l t  p o s i t io n  from th e  s ta n d p o in t of in f lu e n c in g
young people to  come in to  th e  p ro fe s s io n  and to  ta k e  up t h i s  
f a s c in a t in g  b u s in e ss  o f ta x a t io n .  So, a g a in , to  me, i t  i s  
a b s o lu te ly  e s s e n t i a l  th a t  we p re s s  t h i s  program f u r th e r ,  th a t  
we implement i t  and th a t  u l t im a te ly  we put o u rse lv e s  in  th e
p o s i t io n  where d is c ip l in a r y  a c t io n  can be tak en  fo r  in f r a c ­
t io n s .  Thank you.
CHAIRMAN VANDERLAAN: Thank you so much, Mr. B lake. 
Your sy n o p sis  o f th e  is su e d  sta tem en t o f th e  CPA and r e tu r n -  
p r e p a r e r s ’ r e s p o n s i b i l i t i e s ,  your o b se rv a tio n s  o f  our in d e ­
pendence r o le  and adm onitions re g a rd in g  th e  advocacy gap have
been most in te r e s t i n g  to  a l l  o f  u s . I  th in k  a t  t h i s  tim e we
might ta k e  a f iv e -m in u te  b reak . Those of you who a re  o u ts id e
o f  th e  room , I  would rem ind  you , t h e r e  a r e  p le n ty  o f  c h a i r s
a v a i la b le  on t h i s  end. Those o f you who would perhaps l ik e
367
to  p rov ide w ri t te n  q u e s tio n s  to  th e  pane l should—would p e r ­
haps b rin g  them forw ard a t  t h i s  tim e and we w il l  respond to
them l a t e r .
A fiv e -m in u te  break  a t  t h i s  tim e!
[Whereupon th e  m eeting re c e sse d  b r i e f l y . ]
CHAIRMAN VANDERLAAN: L adies and gentlem en, would 
you r e tu r n  to  your s e a ts  so we can get on w ith  th e  program?
Thank you.
The sta tem en t o f  p o lic y  adopted  by th e  I n s t i t u t e  
l a s t  Saturday  by C ouncil, d e s c r ib in g  th e  p ro fe s s io n a l  p r a c t ic e  
o f C e r t i f ie d  Public A ccountants in c lu d e s  th e  fo llo w in g
s ta te m e n t:
C e r t i f ie d  Public A ccountants a re  engaged to  p rov ide
o b je c tiv e  ad v ice  and c o n s u lta t io n  on v a r io u s  management 
problem s. Like o th e r  p ro fe s s io n a l  men, C e r t i f i e d  P ublic  
A ccountants a re  o f te n  c o n su lte d  on b u s in e ss , c iv ic  and 
o th e r  problem s on which t h e i r  judgem ent, ex p e rien ce  and 
p ro fe s s io n a l  s ta n d a rd s  perm it them to  p rov ide  h e lp fu l
ad v ice  and a s s is ta n c e .
Our th i r d  speaker t h i s  morning w ill  d ea l w ith  th e
a p p l ic a t io n  o f th e  Code o f E th ic s  to  management s e rv ic e s .
Ralph E. Lee, J r . ,  i s  P a rtn e r  in  Charge o f th e  P h ila d e lp h ia  
9
O ff ic e s  of A rthur Anderson and Company. He re c e iv e d  h is  BS
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D egree, magna cum lau d e , from th e  U n iv e rs ity  o f South C a ro lin a ,
d id  h is  g rad u ate  work a t  N orthw estern U n iv e rs ity . Mr. Lee
i s  a Member of th e  Pennsylvania I n s t i t u t e  o f  C e r t i f ie d  Public
A ccoun tan ts , th e  American A ccounting A sso c ia tio n  and th e
N atio n a l A sso c ia tio n  o f A ccountan ts . He i s  a c t iv e  in  com- 
?
m unity s e rv ic e  and se rv es  as  T re a su re r  fo r  th e  Mercy Douglas
H o sp ita l and Kiwanis Club of P h ila d e lp h ia . He i s  a p a s t r e ­
c ip ie n t  o f  th e  E l i ja h  Watt S e l ls  Award, and i t  i s  w ith  p le a s ­
u re  th a t  I  p re se n t to  you Mr. Ralph E. Lee, J r .
MR. RALPH E. LEE, JR [P en n sy lv an ia ; Member, P ro fe s ­
s io n a l E th ic s  Committee, American I n s t i t u t e  o f C e r t i f ie d  Pub­
l i c  A cco u n tan ts]: Gentlemen, t h i s  i s  r e a l ly  am azing. U su ally , 
th e  l a s t  speaker on th e  program only has h a lf  o f  h is  a l l o t t e d  
tim e and , to d a y , I am in  t h i s  w onderful p o s i t io n  o f  no t only  
having my tim e but having some e x tra  tim e , to o . So, t h i s  i s  
going to  be very e n jo y ab le .
The symbol o f to d a y ’ s so c ie ty  i s  a q u es tio n  mark. 
C urren t news p e r io d ic a ls  in d ic a te  an in c re a s in g  need fo r  c l a r i ­
f i c a t io n  o f  our n a t io n ’ s p o s i t io n  in  in te r n a t io n a l  a f f a i r s .  
Confusion e x i s t s  on th e  wasy to  ach ieve  th e  r ig h t s  and 
l i b e r t i e s  o f m in o rity  groups w ithou t in ju ry  to  th o se  o f th e  
m a jo r i ty .  The c h u rc h  v a c i l l a t e s  betw een a c t iv e  and p a s s iv e  
r o le s  in  p o l i t i c a l  and economic a f f a i r s .  The la b o r  movement,
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f a r  removed from th e  days o f th e  sweat shop and th e  s ta rv a ­
t io n  wage, i s  having d i f f i c u l t y  in  d e f in in g  i t s  o b je c t iv e s .  
In c reased  p u b lic  ow nership and governm ental r e g u la t io n  have 
caused th e  th o u g h tfu l businessm an to  q u e s tio n  many of h is
t r a d i t i o n a l  r o le s  and a t t i t u d e s .  Innum erable q u e s tio n s  s u r ­
round th e  f i e ld  o f e d u c a tio n . Our young people u n h e s i ta t in g ly
q u e s tio n  every  phase o f  l i f e —even th e  most sacred  and e s ta b ­
l is h e d  i n s t i t u t i o n s .  S o c ie ty , to d ay , asks each of i t s  a c t i v ­
i t i e s ,  in c lu d in g  our own p ro fe s s io n ’ s ,  "What do you do, what 
i s  your r o le  in  to d a y ’ s s o c ie ty ? ”
In  th e  b roadest se n se , t h i s  i s  a su b je c t m a tte r  o f 
every  te c h n ic a l  s e s s io n  o f  t h i s  annual m eeting . Answering 
th e se  q u e s tio n s  has to  be th e  main o b je c tiv e  o f  th e  American 
I n s t i t u t e  and th e  S ta te  S o c ie t ie s .  Every d o l la r  spent and 
every  hour c o n tr ib u te d  in  p ro fe s s io n a l  a c t i v i t y  i s  wasted
u n le ss  they  develop sound answ ers to  th e se  q u e s tio n s . I t  i s
a h ea lth y  sign  th a t  so much o f th e  p ro fe s s io n ’ s e f f o r t s  a re
d ire c te d  toward s e l f - a n a ly s i s  and c r i t i c i s m .  A p ro fe s s io n  
th a t  does no t c a re  deeply  about i t s e l f  and i t s  r o le  in  so c ie ty  
w ill  u l t im a te ly  lo se  i t s  p ro fe s s io n a l  s t a tu s .  P ro fe s s io n a l 
s ta tu s  w i l l  a lso  be l o s t  i f  th e  problem s r a is e d  th ro u g h  a n a ly ­
s i s  and c r i t i c i s m  rem ain unsolved too  long .
Our p ro fe s s io n , to  su rv iv e , must not only  id e n t i f y
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i t s  problem s but must a t ta c k  them v ig o ro u sly  and e f f i c i e n t l y .
C h a ra c te r is t ic  o f a h ea lth y  p ro fe s s io n  i s  th e  c a p a b i l i ty  of 
d i s c ip l in in g  i t s  a c t i v i t i e s  th rough  a v o lu n ta r i ly  adopted
code o f e t h ic s .  T his c a p a b i l i ty  of s e l f - d i s c ip l i n e  i s  e v i­
dence to  th e  p u b lic  th a t  th e  p ro fe s s io n  re c o g n izes  and r e s ­
ponds to  th e  p u b l ic ’ s demand fo r  th e  h igh  s ta n d a rd s  of com­
petence  and conduct from th o se  who serve i t .  S e l f - d i s c ip l in e  
th rough  a code o f  e th ic s  cannot be accom plished , however, 
u n le s s  th e  e th ic a l  co n cep ts  and r u le s  a re  understood  by th e
p ro fe s s io n  and th e  p u b lic  i t  s e rv e s .
In our p ro fe s s io n , e le c te d  com m ittees on e th ic s  
in  th e  S ta te  S o c ie t ie s  and th e  American I n s t i t u t e  a re  charged 
w ith  th e  r e s p o n s ib i l i t y  o f  in te r p r e t in g  e th ic a l  concep ts 
and r u le s  in  response  to  Members’ e n q u ir ie s .  By f a r ,  th e  
la r g e s t  number o f e n q u ir ie s  re c e iv e d  by our Committee d u rin g
th e  p a s t year p e r ta in  to  some phases o f  th e  p r a c t ic e  o f man­
agement s e rv ic e s .  These e n q u ir ie s  were a ls o  th e  most d i f f i ­
c u l t  to  answ er. In  f a c t ,  we a re  s tru g g lin g  w ith  some of th e  
q u e s tio n s , r ig h t  now.
Why a re  Members o f  our p ro fe s s io n  confused about
management s e rv ic e s ;  why i s  i t  so d i f f i c u l t  fo r  our Commit­
te e  to  answer t h e i r  q u e s tio n s  on th e se  a c t i v i t i e s ?  P a rt o f  
th e  answ er, I b e l ie v e , l i e s  in  th e  form o f  the r u le s  o f  our
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Code o f  E th ic s . These r u le s ,  to g e th e r  w ith  th e  fo rm al, i n t e r ­
p r e t iv e  o p in io n s  and th e  in fo rm a l, p u b lish ed  q u e s tio n s  and 
answ ers, a re  w r i t te n  in  term s o f p r o h ib i t io n ;  th ey  t e l l  th e  
Member s p e c if ic  th in g s  he cannot do.
I r r e s p e c t iv e  of whether t h i s  form o f a code i s  
r ig h t  o r wrong, our Members have become accustom ed to  o p e ra t­
in g  under i t .  They expect s p e c if ic  r u le s  r a th e r  th an  g en e ra l 
p r in c ip le s .  Changes in  r u le s  o r f u r th e r  o p in io n s  a r i s e  in
response to  th e  d e s ire s  of our membership fo r  even more
s p e c if ic  r u le s .  These q u e s tio n s  come from Members who ask  
fo r  r u le s  to  perm it them to  engage in  some a c t i v i t y ,  o r f o r — 
from Members who ask  fo r  ru le s  to  p r o h ib i t  an a c t i v i t y .
Our Committee i s  c u r r e n t ly  re c e iv in g  many l e t t e r s
o f t h i s  n a tu re  on management s e rv ic e s .  We do no t p re s e n tly  
have th e  s p e c if ic  r u le s  to  answer th e se  q u e s tio n s . Follow ing 
our t r a d i t i o n a l  approach , th e  nex t s te p  would be to  change 
th e  r u le s  o r  to  d r a f t  more o p in io n s  o r p u b lis h  more q u e s tio n s  
and answ ers; however, t h i s  i s n ’ t  going to  be easy .
E s s e n tia l  to  an i n t e r p r e t a t i o n  o f th e  r u le s  or 
change in  th e  r u le s  i s  an u n d erstan d in g  of a l l  o f th e
term s which a re  in v o lv ed . T his i s  where we en co u n te r d i f f i ­
c u l t i e s .  Opinion Number F ourteen  o f th e  Committee on P ro fe s­
s io n a l E th ic s  s t a t e s ,  unequ ivocab ly , th a t  th e  p ro v is io n s  o f
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Code apply  to  m anagem ent-advisory s e rv ic e s ,  R u le-4 03 o f
our Code o f P ro fe s s io n a l E th ic s  s t a te s  th a t  a member s h a l l
not perm it an employee to  perform  fo r  th e  Member or h is  
c l i e n t  s e rv ic e s  which he, h im se lf , i s  n o t p e rm itte d  to  perform . 
What does th e  term , ’’no t p e rm itte d  to  perfo rm ” 
mean? Does i t  mean, "not p e rm itte d  by la w ,” "not p e rm itte d  
by t r a d i t i o n , ” or "no t p e rm itte d , by d e f i n i t i o n . ”
Rule-404 s t a t e s  th a t  a Member s h a l l  no t engage in  
any b u s in e ss  incom patib le  w ith  th a t  of a p u b lic  ac co u n ta n t.
What i s  th e  b u sin ess  of a p u b lic  ac co u n ta n t; what i s  a b u s i­
n ess  incom patib le  w ith  th a t  o f a p u b lic  acco u n tan t?
Rule-405 s ta te s  th a t  a Member engaged in  an occupa­
t io n  in  which he re n d e rs  s e rv ic e s  o f a ty p e  perform ed by a
p u b lic  accoun tan t or re n d e rs  o th e r  p ro fe s s io n a l  s e rv ic e s  must
observe th e  Code o f P ro fe s s io n a l E th ic s .  What a re  " s e rv ic e s
o f  a type  perform ed by a p u b lic  a c c o u n ta n t”? What a re  "o th e r 
p ro fe s s io n a l  s e rv ic e s ” ?
T h is , I  b e l ie v e , i l l u s t r a t e s  th e  problem s faced  
by th e  E th ic s  Committee in  ap p ly in g  th e  p re se n t r u le s  of th e  
Code to  management s e rv ic e s —y e t ,  d e s p ite  th e  lack  o f r u le s ,  
we must co n tin u e  to  m a in ta in  th e  h igh  s ta n d a rd s  in  a l l  o f
o u r  a c t i v i t i e s ;  i f  we do n o t ,  o u r  p r o f e s s i o n a l  s t a t u s  w i l l
be se v e re ly  damaged. The fa c t  th a t  our r u le s  do no t s p e c i f i c a l ly
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cover a l l  o f  our c u r re n t a c t i v i t i e s  or th a t  we a re  going
th ro u g h  a p e rio d  of re p la c in g  our r o le  in  so c ie ty  w i l l  no t 
be accep ted  by th e  p u b lic  as  reaso n s fo r  low er s ta n d a rd s . 
Management s e rv ic e s  a re  p a r t i c u la r ly  s u s c e p tib le  to  th e  danger
o f lower p ro fe s s io n a l  s ta n d a rd s . The p r in c ip a l  re a so n s  fo r  
t h i s  a r e ,  f i r s t ,  many o f th e  c u rre n t management s e rv ic e s  a re  
co n s id e red  new, and th o se  a p p ro p r ia te  to  th e  p u b lic -a c c o u n tin g  
p ro fe s s io n  have not been id e n t i f i e d  by r u le  o r t r a d i t i o n .  
Second, management s e rv ic e s  a re  a ls o  perform ed by non-CPA’ s 
tem p ting  th e  CPA to  lower h is  s ta n d a rd s  to  be c o m p e titiv e .
I t  i s  ex trem ely  im p o rta n t, th e r e f o r e ,  d u rin g  t h i s  
p e rio d  o f s e l f - a n a ly s i s ,  th a t  we pay p a r t i c u la r  a t t e n t io n  to  
and c o n tro l  our management s e rv ic e s .  How can we do t h i s ,
s ince  our Code la c k s  s p e c if ic  r u le s  and th e  term s i t  uses
a re  no t defin ed ?
The answer has to  be th a t  we t e s t  our management-
s e rv ic e s  a c t i v i t i e s  a g a in s t  th e  fundam ental p r in c ip le s  of
our p ro fe s s io n . These p r in c ip le s ,  f o r tu n a te ly ,  a re  summar­
iz ed  in  th e  very  f i r s t  parag raph  o f th e  Code o f  E th ic s ,  i t ­
s e l f .  T his i s  such an e x c e lle n t and co n c ise  s ta tem en t th a t
I  am going to  read  i t .
The r e l i a n c e  o f  th e  p u b l ic  and th e  b u s in e s s  com­
munity on sound f in a n c ia l  r e p o r t in g s  and ad v ice  on
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b u sin e ss  a f f a i r s  imposes on th e  acco u n tin g  p ro fe s s io n
an o b lig a t io n  to  m a in ta in  h igh  s ta n d a rd s  o f te c h n ic a l
com etence, m o ra lity  and i n t e g r i t y .  To t h i s  end, a
Member o r A sso c ia te  o f th e  American I n s t i t u t e  o f C e r t i ­
f ie d  Public A ccountants s h a l l  a t  a l l  tim es m ain ta in
independence o f thought and a c t io n ,  hold th e  a f f a i r s  o f 
h is  c l i e n t  in  s t r i c t  c o n fid e n ce , s t r iv e  co n tin u o u sly  to  
improve h is  p ro fe s s io n a l  s k i l l s ,  observe g e n e ra lly  a c ­
cep ted  a u d i t in g  s ta n d a rd s , promote sound and in fo rm ativ e  
f in a n c ia l  r e p o r t in g ,  uphold th e  d ig n i ty  and honor o f  th e  
acco u n tin g  p ro fe s s io n  and m ain ta in  high s ta n d a rd s  of
p e rso n a l conduct.
I f  our management s e rv ic e s  fo llo w  th e  p r in c ip le s  
o u tlin e d  in  t h i s  one p a rag rap h , th e re  i s  l i t t l e  danger th a t  
th ey  w ill  lower our p ro fe s s io n a l  s ta n d in g ; however, I  am not 
sure th a t  we f u l ly  a p p re c ia te  and u nderstand  th o se  p r in c ip le s
which a re  o f p a r t i c u la r  s ig n if ic a n c e  to  management s e rv ic e s .
I  have summarized them a s , f i r s t ,  a s  a re c o g n itio n  
o f p u b lic  accoun ting  a s  a p ro fe s s io n ; second, th e  accep tance  
o f r e s p o n s ib i l i t y  to  th e  p u b lic ;  t h i r d ,  m aintenance o f  h igh  
s ta n d a rd s  o f  te c h n ic a l  com petence; fo u r th ,  m aintenance o f 
independence; f i f t h ,  m a in ten a n ce  o f  high  s ta n d a rd s  o f in te g ­
r i t y .
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The f i r s t  o f th e  f iv e  p r in c ip le s  i s  th e  re c o g n itio n  
o f p u b lic  acco u n tin g  a s  a p ro fe s s io n . The word "p ro fe s s io n ’’ 
embodies a l l  th e  o th e r  p r in c ip le s ,  and I  p lan  to  d is c u s s  each 
o f  th e s e ,  in  tu r n .  However, th e re  i s  one ex trem ely  im portan t
c h a r a c te r i s t i c  o f  a p ro fe s s io n  which I  b e lie v e  i s  o f te n
overlooked . The r e a l  p ro fe s s io n a l  i s  more concerned w ith  
f u l f i l l i n g  h is  r e s p o n s ib i l i t y  to  th e  p u b lic  th a n  w ith  immed­
i a t e  f in a n c ia l  rew ard . T his could  a lso  be s ta te d  in  t h i s  way—
th e  CPA who becomes more concerned w ith  immediate f in a n c ia l
reward th an  w ith  h is  r e s p o n s ib i l i t y  to  th e  p u b lic  i s  no t a 
p ro fe s s io n a l .  I t  r e q u ire s  co n s ta n t s e l f - d i s c ip l i n e  fo r  th e  
CPA to  m a in ta in  h is  p ro fe s s io n a l a t t i t u d e  s in c e , being human, 
he i s  n a tu r a l ly  co m p etitiv e  and he i s  u su a lly  no t m otivated
by a l t ru is m . I am convinced th a t  most o f  th e  p re se n t problem s 
o f p u b lic  ac c o u n tin g , not ju s t  th o se  in  management s e rv ic e s ,  
have r e s u l te d  from an u n w illin g n ess  o f th e  CPA to  a c ce p t th e
l im i ta t io n s  imposed by th e  p ro fe s s io n  on h is  n a tu r a l ly
co m p etitiv e  s p i r i t  and d e s ire  fo r  economic g a in .
For exam ple, many o f our q u e s tio n s  re c e iv e d  by our 
Committee concern th e  o p e ra tio n  o f computer s e rv ic e s  by CPA’ s . 
In  t h e i r  l e t t e r s ,  some of th e  Members have q u es tio n ed  th e
f a i r n e s s  o f  c e r t a i n  r u l e s  w hich  would r e s t r i c t  t h e i r  o p e r a t io n s
in  t h i s  h ig h ly  co m p etitiv e  f i e l d .  I n te r e s t in g ly  enough, no
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Member has suggested  th a t  i t  would be only f a i r  to  h is  non- 
CPA co m p etito r i f  he were a lso  g ran ted  th e  a t t e s t  fu n c tio n .
In  t h i s  way th e  non-CPA could a ls o  en joy  th e  luxury  o f having 
a u d i t  c l i e n t s  as  ready-made custom ers fo r  h is  management s e r ­
v ic e s .
The CPA must accep t th e  l im i ta t io n s  o f th e  p ro fe s ­
sion  i f  he w ishes to  co n tin u e  to  en joy  i t s  ad v an tag es. He 
cannot seek p r o f i t  befo re  p ro fe s s io n ; th e  tim e has come to  
s e le c t  one or th e  o th e r . As we say down so u th , th e  tim e
comes to  f i s h  o r cu t b a i t .
The second p r in c ip le  p e r ta in in g  to  management s e r ­
v ic e s  i s  accep tance  o f r e s p o n s ib i l i t y  to  the p u b lic . The ob­
v ious q u e s tio n  i s ,  "What s e rv ic e s  does th e  p u b lic  expect th e  
CPA to  re n d e r? ’’ T his CPA was c re a te d  fo r  th e  purpose o f 
perfo rm ing  independent exam inations o f  f in a n c ia l  s ta te m e n ts , 
and I am sure  th e  p u b lic  s t i l l  c o n s id e rs  th e  a t t e s t  fu n c tio n  
to  be th e  major p a r t  o f  h is  s e rv ic e s .  Tax p r a c t ic e  a ls o  has 
been accep ted  by th e  p u b lic  as  a p ro p er fu n c tio n  o f th e  pub­
l i c  a c c o u n ta n t.
However, th e  p u b lic ,  perhaps even more confused 
th an  the p ro fe s s io n , i t s e l f ,  i s n ’t  su re what a re a s  th e  manage­
ment s e rv ic e s  perform ed by th e  CPA do in c lu d e  or should in ­
c lu d e . I t  i s  im portan t th a t  th e  p u b lic  understand  and accep t
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th e  p ro fe s s io n ’ s r o le  in  management s e rv ic e s . Darwin K e ss le r , 
a p ro fe s s o r  o f accountancy a t  th e  U n iv e rs ity  o f I l l i n o i s ,  in  
h is  paper e n t i t l e d ,  "The E v o lu tio n  o f C e r t i f i e d  Public Ac­
co u n tan t E th ic s ,  "p o in ts  out th e  danger to  th e  p ro fe s s io n
in  th e se  words:
Whatever a u th o r i ty  th e  p ro fe s s io n  en joys i s  based 
upon th e  sa n c tio n  of s o c ie ty .  In e f f e c t ,  s o c ie ty  has 
p rov ided  independent p u b lic  ac c o u n ta n ts  w ith  a monopoly 
on th e  fu n c tio n  o f exam ining and e x p re ss in g  an independ­
e n t ,  ex p e rt op in ion  on th e  f in a n c ia l  s ta tem en ts  o f  b u s i­
n ess e n t e r p r i s e s . S ocie ty  may or may n o t ex tend  th e
p ro fe s s io n a l  a u th o r i ty  o f  p u b lic  a c c o u n ta n ts  to  th e  broad, 
nebulous m anagem ent-services a r e a . P erhaps, th ro u g h  th e  
S e c u r i t ie s  and Exchange Commission or some o th e r  s o c ia l
i n s t i t u t i o n ,  s o c ie ty  w il l  w ithho ld  i t s  s a n c tio n  o f th e  
re c e n t and co n tin u in g  expansion  o f i t s  p ro fe s s io n a l  
b o u n d a rie s . As a consequence, th e  p ro fe s s io n  could  in c u r
a s e r io u s  lo s s  in  p r e s t ig e .
The th i r d  p r in c ip le  I  have m entioned was th e
m aintenance o f h igh  s ta n d a rd s  o f te c h n ic a l  competence# There
i s  no q u e s tio n  th a t  th e  c l i e n t  should expect and re c e iv e  only 
competence s e rv ic e s  from th e  CPA; however, in  d e te rm in ing  
which s e rv ic e s  th e  CPA i s  com petent to  perfo rm , p a r t i c u la r ly
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in  th e  realm  o f management s e rv ic e s ,  th e  q u e s tio n  i s  asked , 
"Who i s  com petent?” Does t h i s  r e f e r  to  th e  competence of 
th e  e n t i r e  p ro fe s s io n  or o f  c e r t a in  firm s o r  o f  c e r ta in  in d i ­
v id u a ls?  I f  a l i s t i n g  o f th e  t a l e n t  o f every Member of th e
I n s t i t u t e  could be o b ta in ed  and i f  t h i s  l i s t i n g  were adopted
by th e  I n s t i t u t e  a s  r e p re s e n tin g  th e  p roper a c t i v i t y  of th e  
CPA, I am sure p u b lic  accoun ting  would encompass most o f th e  
b u sin ess  a c t i v i t i e s ,  many o f th e  p ro fe s s io n s  and many o f th e  
a r t s .  I f  t h i s  were to  happen, p u b lic  acco u n tin g  would cease 
to  be a p ro fe s s io n , s in c e  an e s s e n t i a l  c h a r a c te r i s t i c  o f a 
p ro fe s s io n  i s  th a t  i t s  fu n c tio n s  a re  capab le  o f being  id e n t i ­
f ie d  and se t a p a r t  from o th e r  a c t i v i t i e s .
O bviously , we cannot say th e  e n t i r e  p ro fe s s io n  i s
com petent in  c e r ta in  f i e ld s  j u s t  because we have in d iv id u a ls  
w ith in  th e  p ro fe s s io n  who a re  com petent in  th e se  f i e l d s ,  nor 
can we say th e  p ro fe s s io n  i s  com petent in  c e r t a in  a re a s
sim ply because some firm s have te c h n ic ia n s  on t h e i r  s t a f f  who
a re  com petent in  th e se  a r e a s .
The p r in c ip le  o f  m a in ta in in g  h igh  s ta n d a rd s  o f  
te c h n ic a l  com petence, I  b e l ie v e , r e f e r s  to  an a c ro s s - th e -  
board , p ro fe ss io n -w id e  competence and no t to  th e  competence 
of a l im ite d  segment of th e  p ro fe s s io n . T his i s n ’t  to  say
th a t  th e re  w ill  not always be v ary in g  grades o f competence
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w ith in  th e  p ro fe ss io n -w id e  com petence. For exam ple, th e  
CPA, in  e x e rc is in g  h is  a t t e s t  fu n c tio n , must be g e n e ra lly  
knowledgeable in  acco u n tin g  system s and p ro ced u res ; however, 
i t  c e r ta in ly  r e q u ir e s  a more s o p h is t ic a te d  knowledge to  
a u d i t  d a ta  accum ulated by a computer in  an ex trem ely  la rg e ,  
m u lt i - lo c a t io n  company th an  th e  d a ta  accum ulated m anually 
in  a very sm a ll, o n e - lo c a tio n  company.
I s  i t  r i g h t ,  though , th a t  a s in g le  CPA or a firm
be l im ite d  in  h is  s e rv ic e s  sim ply because th e  r e s t  of th e
p ro fe s s io n  has no t developed competence in  th o se  a re a s?  At 
?
f i r s t  b lu sh  i t  seems g ro ss ly  u n f a i r ,  A rthu r B ro ad sh a tze r,
CPA, P ro fe sso r  o f  Accountancy a t  San Diego S ta te  C ollege 
answ ers th e  q u e s tio n  in  an e x c e l le n t  a r t i c l e  e n t i t l e d  "Man­
agement S e rv ic e s—Can CPA’ s R e a lly  do E v ery th in g ?’’ I  commend 
t h i s  a r t i c l e  to  you. I t  appeared  in  th e  A p r i l ,  1966, Oklahoma 
CPA. Mr. B roadshatzer say s ,
The danger of going beyond th e  g en e ra l competence 
le v e l  i s  g r e a t ,  in d eed , P r a c t i t io n e r s  may s t a r t  to  
o f f e r  co n v en tio n a l g e n e ra l iz a t io n s  which appear v a lid  
on th e  su rface  but may, on o ccasio n , m an ifest incom plete 
knowledge. There may be some danger in th e  CPA o v er-  
ex ten d in g  h im self and f o r t i f y in g  h im se lf  w ith  th e  c e r ­
t a i n t y  o f th e  obvious th a t  i s ,  on c lo s e r  s c ru t in y , no t
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so o b v ious.
The p u b lic  ex p ec ts  competence from a l l  CPA’ s in  
th o se  a re a s  where th e  p ro fe s s io n  p ro fe s s e s  com petence. In ­
h e re n t ly ,  th e  human being i s  r e lu c ta n t  to  co n fess  a lack  o f  
competence where h is  p e e rs  p ro fe s s  com petence; th e r e fo r e ,  
th e  g r e a te s t  danger o f  substandard  se rv ic e  l i e s  in  th o se
s e rv ic e s  where g e n e ra l competence o f th e  p ro fe s s io n  has not
been ach iev ed .
I f  a p o l l  o f  our membership were tak en  a s  to  t h e i r  
th o u g h ts  on th e  l im it  of our m anagem ent-serv ices a c t i v i t i e s ,
I im agine we would re c e iv e  answ ers ran g in g  from ”no management 
s e rv ic e s ” to  " s e rv ic e s  l im ite d  only  by law and com petence.” 
P o ss ib ly  most of us here would have o p in io n s  f a l l i n g  some­
where between th e se  p o in ts .  W hatever your p o s i t io n  might be 
on t h i s  ran g e , I  suggest to  you th a t  t h i s  i s n ’t  th e  tim e fo r  
th e  p ro fe s s io n  to  go way out in  p ro fe s s in g  competence in  te rm s 
o f  management s e rv ic e s .  The p u b lic  i s  p re s e n tly  q u e s tio n in g  
our competence in  th e  a p p l ic a t io n  o f  a u d i t in g  s ta n d a rd s  and 
th e  development o f acco u n tin g  p r in c ip le s ,  both  o f which a re  
e s s e n t i a l  to  our a t t e s t  fu n c tio n . The p u b lic , I b e l ie v e , 
would be le s s  th an  re c e p tiv e  to  a pronouncement th a t  th e
p r o f e s s io n  i s  com peten t o r  can  d e v e lo p  com petence  in  f i e l d s
not d i r e c t ly  r e l a t i n g  to  a c co u n tin g .
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I  b e lie v e  i t  was th a t  w onderfu l, New England p h ilo s o ­
p h e r , Ralph Waldo Emerson, who s a id ,  “What you do speaks so 
loud , I  c a n ’t  h ear what you sa y ."  T his might w ell be th e  
p u b l ic ’ s r e a c t io n .
"M aintenance o f independence" was th e  fo u r th  g en e ra l 
p r in c ip le  I  have m entioned. In  1947 , th e  Council o f th e  In ­
s t i t u t e  s a id ,  in  an o f f i c i a l  s ta tem en t on independence, th a t  
independence i s  a s ta te  o f mind, much deeper than  th e  su rfa ce
d isp la y  o f v i s ib le  s ta n d a rd s . The Committee on P ro fe ss io n a l 
E th ic s ,  in  my o p in io n , does endorse C o u n c il’ s o p in io n , but 
goes f u r th e r ,  s t a t in g ,  "The Committee reco g n iz e s  th a t  i t  i s  
o f  th e  utmost im portance to  th e  p ro fe s s io n  th a t  th e  p u b lic  
g e n e ra lly  s h a l l  m ain ta in  confidence in  th e  o b je c t iv i ty  o f 
CPA’ s in  ex p ress in g  o p in io n s on f in a n c ia l  s ta te m e n ts ."
In  m a in ta in in g  t h i s  p u b lic  co n fid en ce , i t  i s  im pera­
t iv e  to  avoid r e la t io n s h ip s  which may have th e  appearance 
o f a c o n f l ic t  o f  i n t e r e s t .  In  o th e r  words, a CPA r i s k s  th e  
lo s s  o f  p u b lic  confidence where th e re  i s  an appearance of a 
la c k  o f independence, even though he co u ld , in  f a c t ,  be in d e ­
pendent.
Opinion Twelve a lso  s t a t e s ,  in  summary, th a t  i t  
i s  th e  op in ion  o f th e  Committee th a t  th e re  i s  no e th ic a l  reaso n
why a Member or A sso c ia te  may not p ro p e rly  perform  p ro fe s s io n a l
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services fo r  c l i e n t s  in  th e  a re a s  o f ta x  p r a c t ic e  o r management-
ad v iso ry  s e rv ic e s  and a t  th e  same tim e serve as independent
a u d i to r ,  a s  long a s  he does no t make management d e c is io n s  or
ta k e  p o s i t io n s  which might im pair th a t  o b je c t iv i ty .  There 
seems to  be no d isagreem ent t h a t ,  i f  th e  CPA makes management 
d e c is io n s , he becomes a p a r t  o f management and an advocate  
fo r  th e  course o f  a c t io n  he s e l e c t s ,  th u s  lo s in g  h is  o b je c t iv i ty  
a s  an independent a u d i to r .
There a re  q u e s tio n s , however, re g a rd in g  independence 
in  o th e r s i t u a t io n s .  For exam ple, could  s u b s ta n t ia l  fe e s  
fo r  management s e rv ic e s  from an a u d it  c l i e n t  a f f e c t  th e  a u d i­
t o r ’ s independence? I f  an a u d i to r ’ s independence i s  going to  
be a f f e c te d  by f in a n c ia l  p re s s u re s ,  i t  i s  l ik e ly  th a t  he would 
be more in f lu e n c e  by th e  p o s s ib le  lo s s  o f an a u d it  f e e .  An 
a u d i t  f e e ,  s in ce  i t  i s  r e c u r r in g ,  would be more im portan t to  
him in  th e  long run th an  th e  n o n -re c u rr in g  m anagem ent-services 
fe e , nor should  a m anagem ent-services fee  which might be a 
s u b s ta n t ia l  p a r t  of th e  a u d i to r ’ s t o t a l  Income have any more
e f f e c t  on h is  Independence th an  would a com parable a u d it  fe e .
The q u e s tio n  i s  sim ply one o f i n t e g r i t y ,  and th e re  
i s  no b a s is  fo r  assum ing a CPA would be more su b je c t to
f i n a n c i a l  p r e s s u r e s  from  r e n d e r in g  management s e r v i c e s  th a n
he would be from perform ing  a u d i t s .  There i s  an extrem e danger
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o f th e  a u d i to r  lo s in g  h is  o b je c t iv i ty  when he fo rsa k e s  h is  
t r a d i t i o n a l  ro le  a s  f a c t - f in d e r .  For exam ple, i f  an a u d i to r  
were to  g ive an op in ion  on a fo re c a s t  o f a fu tu re  p e r io d ’ s 
o p e ra t io n s , would he th en  be viewed as  s u f f i c i e n t ly  o b je c tiv e  
to  subsequen tly  g iv in g  an op in ion  on th e  same p e rio d  when th e
f a c t s  a re  known?
I t  i s  th e  CPA’ s competence in  a u d i t ,  in  acco u n tin g
and a u d i t in g  and h is  a b i l i t y  as  a f a c t - f in d e r  th a t  has made
h is  p ro fe s s io n a l op in ion  a c c e p ta b le  to  th e  p u b lic .  Whether
th e  p u b lic  accoun tan t w ishes to  o r n o t ,  th e  p u b lic  a lso  c r e d i t s  
a h igh  degree of c e r ta in ty  and accep tance to  h is  work o u ts id e  
of p u re ly  f a c t - f in d in g  and r e l a te d  a c t i v i t i e s .  P ub lic  c o n f i­
dence in  the a u d i to r ’ s o p in io n s  w i l l ,  in  my judgem ent, be 
se v e re ly  shaken u n le ss  p r in c ip le s  a re  l im ite d  to  f a c tu a l  mat­
t e r .
In  b r i e f ,  th e  CPA can serve a s  independent a u d i to r  
and a t  th e  same tim e perform  management s e rv ic e s ;  however,
such management s e rv ic e s  cannot in c lu d e  management d e c is io n s  
an d , I  b e l ie v e , must be l im ite d  to  f i e ld s  c lo s e ly  r e la te d  to  
th e  a u d i t in g  and acco u n tin g  f u n c t ions.
The l a s t  and c e r t a in ly  th e  most im portan t p r in c ip le
in  a l l  o f  th e  p u b l ic - a c c o u n t in g  s e r v i c e s  i s  i n t e g r i t y .  The
p u b lic  acco u n tan t w ith  in t e g r i t y  w i l l  leav e  th e  p ro fe s s io n  i f
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he f in d s  he can n o t, in  good c o n sc ie n ce , perform  h is  work w ith ­
in  h ig h e s t s ta n d a rd s . He w il l  no t rem ain in  th e  p ro fe s s io n
and a ttem p t to  low er th e  standards®
Up to  t h i s  p o in t ,  I  have d isc u sse d  th e  d i f f i c u l t i e s
in  ap p ly in g  th e  ru le s  in  th e  Code o f E th ic s  to  management 
s e rv ic e s ,  and I  have suggested  th a t  a l l  management s e rv ic e s  
should  fo llow  th e  p r in c ip le s  o f  re c o g n itio n  o f p u b lic  acco u n t­
ing  a s  a p ro fe s s io n , accep tance  o f r e s p o n s ib i l i t y  to  th e  
p u b lic , m aintenance o f  h igh  s ta n d a rd s  o f te c h n ic a l  com petence, 
m aintenance o f  independence and m aintenance o f h igh s ta n d a rd s
of i n t e g r i t y .  I  then  d isc u sse d  each o f th e s e  p r in c ip le s  and 
t h e i r  a p p l ic a t io n  to  management s e rv ic e s —y e t , I  have b a re ly  
touched on th e  b as ic  q u e s tio n , "What management s e rv ic e s  should 
be p ra c t ic e d  by th e  CPA," nor w il l  I  a ttem p t to  answer t h i s  
q u e s tio n  in  th e  tim e rem ain ing . However, I  would l ik e  to  com­
ment on th e  q u e s tio n  s in c e , in  th e  l a s t  a n a ly s is ,  i t  must be 
answered b efo re  th e  e th ic s  o f management s e rv ic e s  can be r e ­
duced to  workable r u le s .
In my o p in io n , management s e rv ic e s  fo r  th e  p re se n t
and immediate fu tu re  should  be w ith in  th e  competence- lev e l  
a t ta in a b le  by th e  e n t i r e  p ro fe s s io n  and should  be l im ite d  to  
acco u n tin g  and r e la te d  a re a s .  We a re  in  a p e rio d  when th e  
p ro fe s s io n  i s  dev o tin g  m ajor e f f o r t  tow ard d e f in in g  acco u n tin g
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p r in c ip le s  and im proving th e  competence le v e l  in  a l l  p re se n t 
a c t i v i t i e s .  For t h i s  re a so n , i t  j u s t  doesn’t  make sense to  me 
to  a ttem p t, a s  a p ro fe s s io n , to  encourage e x te n s io n  o f  manage­
ment s e rv ic e s  in to  new f i e ld s  where p ro fe s s io n a l  com petence, 
i f  a t t a i n a b le ,  i s  a long d is ta n c e  away. This i s  a s id e  from 
th e  q u e s tio n  o f w hether th e  new f i e ld s  a re  or a re  not compat­
ib le  w ith  or a re  p ro p e rly  p a r t  o f  p u b lic  acco u n tin g .
An u n d erstan d in g  and accep tance  by th e  p u b lic  o f  th e  
s e rv ic e s  perform ed by th e  p u b lic  acco u n tan t a re  e s s e n t i a l  to
m a in ta in in g  a c o n tin u in g  p u b lic  confidence in  our p ro fe s s io n . 
P ublic  co n fid en ce , I am convinced , w i l l  be damaged i f  we 
in d ic a te  a t  t h i s  tim e th a t  th e  p o te n t ia l  range o f management
s e rv ic e s  o f p u b lic  acco u n tin g  i s  v i r t u a l ly  l i m i t l e s s .  The
p u b lic ,  I  b e l ie v e , has accep ted  w ithou t q u e s tio n  our competence 
in  a u d i t in g  and th e  m echanics o f a c c o u n tin g , in c lu d in g  th e  
knowledge of th e  b es t system s to  c o l le c t  d a ta  and p re se n t i t  
to  management. This was a ls o  t r u e  in  th e  days when th e  a u d i­
t o r  made voluminous w orking-paper a n a ly se s  from h an d w ritten
re c o rd s  which he used in  h is  a u d it  and in  p re p a r in g  f in a n c ia l
d a ta  in  a m eaningful form. The a u d i to r  o f  today  u t i l i z e s  th e
com puter and o th e r  modern te ch n iq u e s  to  accom plish  th e  same 
p u rp o ses . Y este rd ay ’ s a u d i to r  used h is  knowledge o f acco u n t­
ing  m echanics to  ad v ise  th e  c l i e n t  on th e  b e s t means o f
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c o l le c t in g  d a ta  and a s s i s t i n g  th e  c l i e n t  in  i n s t a l l i n g  th e se  
n ecessa ry  system s. Today’ s a u d i to r  does th e  same.
The p o in t i s  t h a t ,  when to d a y ’ s CPA re n d e rs  s e rv ic e s ,  
in fo rm atio n  system s in  c o l le c t in g  and re c o rd in g  d a ta ,  he i s  
engaged in  th e  a c t i v i t i e s  which have been reco g n ized  as  a 
p a r t  o f h is  p r a c t ic e .  The modern system s, in  many in s ta n c e s ,  
may be v a s t ly  more complex, but th e  purposes a re  th e  same.
I  b e l ie v e , however, th e  c l a s s i f i c a t i o n  o f  th e se  s e rv ic e s  
s e p a ra te ly  a s  som ething new and w onderful has h indered  r a th e r
th an  a s s i s te d  us in d e f in in g  management s e rv ic e s .
C ouncil took  a m ajor s te p  l a s t  week when i t  adopted 
th e  s ta te m e n t, "A D e sc rip tio n  of th e  P ro fe s s io n a l P ra c tic e
o f th e  C e r t i f ie d  Public A cc o u n tan t.” I b e lie v e  th a t  to  be
w ith in  th e  purview  o f t h i s  s ta te m e n t, a l l  o f th e  ad v ice  o f
th e  CPA to  th e  c l i e n t  who uses h is  a t t e s t  s e rv ic e s  should  be
l im ite d  to  th e  p r in c ip le s  and system s p e r ta in in g  to  th e  c o l le c ­
t io n  and p re s e n ta t io n  of d a ta . These a r e a s ,  to  use modern 
te rm in o lo g y , could be c l a s s i f i e d  a s  "management in fo rm atio n  
and c o n tro l  sy s te m s .”
I f  th e  CPA g iv es b u sin ess  adv ice  u n re la te d  to  th e se  
a c t i v i t i e s ,  he becomes in e l ig ib l e  to  a t t e s t  th e  f in a n c ia l  
s ta tem en ts  o f th a t  c l i e n t ,  w hether o r no t he makes management 
d e c is io n s . The s e le c t io n  o f th e  term  "management s e rv ic e s ”
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to  d e sc r ib e  th e  CPA’s s e rv ic e s  o u ts id e  o f th e  a u d it  and ta x
f i e l d ,  I  b e l ie v e , was u n fo rtu nat e .  The term  was o r ig in a te d  
and used by th e  management e n g in e e rs  to  cover a l l  o f  t h e i r  
s e rv ic e s ,  in c lu d in g  s e rv ic e s  o f  management and p a r t i c ip a t io n  
in  management dec ision -m ak ing . The s im i la r i ty  of th e  term s
and th e  la c k  of a d e f in i t io n  o f th e  term  as used by th e  CPA
and th e  management en g in ee r have led  a t  l e a s t  some o f th e  pub­
l i c  to  assume th e  CPA re n d e rs  th e  same s e rv ic e s  as  th e  non-
CPA management c o n s u lta n t .
In  t h i s  connection  you m ight read  th e  l a s t  Forbes 
O c to b e r - f i r s t  i s s u e ,  and you w il l  see th a t  th e  w r i te r  draws 
no d if fe re n c e  between th e  two p ro fe s s io n s . T h is , in  tu r n ,
has le d  them to  th e  co n c lu sio n  th a t  th e  CPA who a c ts  as a
management c o n s u lta n t has an i n t e r e s t  which c o n f l i c t s  w ith
h is  a u d it  r e s p o n s i b i l i t i e s ,  I  th in k  t h i s  was shown by a
9
survey conducted by A rthur A. S h u lte , J r . ,  A sso c ia te  P ro fe sso r  
o f A ccounting a t  th e  U n iv e rs ity  o f P o rtla n d . T his survey 
showed th a t  th e  p u b lic  a c c o u n ta n t, a c t in g  as a management 
c o n s u lta n t ,  d id  suggest a c o n f l ic t  of i n t e r e s t  to  t h i r t y - t h r e e
p e r cen t o f  th o se  answ ering h is  q u e s tio n n a ire . In commenting
upon th e  im portance which p u b lic  acco u n tin g  should a t ta c h  to  
t h i s  m in o r i ty  o p in io n ,  Mr. S h u l te  s a y s ,
The im portance of independence to  th e  CPA i s  so
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g re a t th a t  th e  p ro fe s s io n  cannot a f fo rd  to  ignore  a 
f in d in g  to  th e  e f f e c t  th a t  o n e - th ird  o f  th e  b es t-in fo rm ed  
u s e rs  o f CPA’ s annual a u d it  r e p o r ts  a re  in  doubt about 
h is  independence as  a r e s u l t  o f h is  m anagem ent-consulting
a c t i v i t i e s .
I t  seems im p e ra tiv e , th e r e f o r e ,  th a t  we f i r s t  de­
f in e  th e  n a tu re  o f  management s e rv ic e s  th a t  th e  p ro fe s s io n  may 
perform  a s  ra p id ly  as p o s s ib le ;  second, e l im in a te  any des­
c r ip t io n  th a t  in c lu d e s  th e  words "management c o n s u l t in g ,” o r 
"a d v is in g ,” and, t h i r d ,  adopt a term  th a t  i s  c o n s is te n t  w ith  
s e rv ic e s  l im ite d  to  th e  c o l le c t io n  and p re s e n ta t io n  o f  d a ta .
A lso , i t  i s  ex trem ely  im portan t th a t  th e  d e f in i t io n  
leave l i t t l e  doubt in  th e  p u b lic  mind th a t  th e  p ro fe s s io n  
v a lu es  i t s  independence above a l l  e l s e  and w il l  no t countenance
any m anagem ent-services a c t i v i t i e s  which c re a te  even an ap­
pearance o f a c o n f l ic t  o f  i n t e r e s t .
In  summary, th e  e th ic s  fo r  management s e rv ic e s  th a t  
th e  p ro fe s s io n  may perform  a re  th e  same, e s s e n t i a l l y ,  as 
th o se  fo r  a l l  o th e r  p u b lic -a c c o u n tin g  s e rv ic e s .  There a re  
and p robab ly  w il l  be ru le s  fo r  management s e rv ic e s  to  cover 
s p e c if ic  s i t u a t io n s ,  j u s t  as r u le s  have developed in  th e  p a s t
to  cover o th e r  s i t u a t io n s .  E s s e n tia l  to  th e  development o f 
th e se  r u l e s ,  however, i s  a d e f in i t io n  o f management se rv ices*
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"Managemen t  s e r v ic e s ,” however d e f in e d , I  b e lie v e  
should be l im ite d  to  th o se  s e rv ic e s  which can be perform ed
w ith in  p ro fe ss io n -w id e  com petence, a re  com patib le w ith  th e
a t t e s t  fu n c tio n  and should be concerned w ith  th e  c o l le c t io n
and p re s e n ta t io n  o f d a ta . T his would be c o n s is te n t ,  I  b e l ie v e , 
w ith  th e  sta tem en t j u s t  adopted by C ouncil.
While we a re  in  th e  p ro cess  o f deve lop ing  a d e f in i ­
t io n  o f management s e rv ic e s  and w hile we a re  d r a f t in g  w hatever 
a d d i t io n a l  r u le s  a re  deemed n e c e ssa ry , we must co n tin u e  to  
t e s t  our management s e rv ic e s  a g a in s t  th e  b as ic  s ta n d a rd s  o f  
p u b lic  r e s p o n s i b i l i t y ,  competence and i n t e g r i t y . T h is con­
tin u o u s  t e s t i n g  p ro cess  w il l  m ain ta in  our h igh  s ta n d a rd s  
and w i l l ,  I  b e l ie v e , a t  th e  same tim e help  us immeasurably 
in  a r r iv in g  a t  sound answ ers to  th e  q u e s tio n s , "What do you 
do; what i s  your r o le  in  to d a y ’ s s o c ie ty ? ” [A pplause]
CHAIRMAN VANDERLAAN: Thank you so very  much, Mr.
Lee. Your e x p la n a tio n  o f th e  f iv e  fundam ental p r in c ip le s  and 
t h e i r  a p p l ic a t io n  to  our m anagem ent-services p r a c t ic e s  w i l l ,
I  am su re , be most h e lp fu l as  we develop th e  a p p l ic a t io n  o f 
e th ic a l  r u le s  to  t h i s  acco u n tin g  fu n c tio n .
I t  i s  undem ocratic , g e n e ra lly , no t to  a f fo rd  each 
sp e a k e r  e q u a l  t im e ,  a nd Mr. Jo h n s rem in d s  me t h a t  he to o k  
tw enty  m in u tes , e a r l i e r ,  and he re se rv e d  th e  use o f  h is  l a s t
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te n  m inutes to  ad v ise  you of th e  o p e ra tio n s  and a c t i v i t i e s  of 
th e  E th ic s  Committee, o f  which he i s  Chairman,
So, a t  t h i s  tim e , Mr. Johns, in tro d u c to ry  to  th e  
q u es tio n -an d -an sw er p e r io d , perhaps you would ad v ise  us o f  
th e  c u r re n t o p e ra tio n s  and a c t i v i t i e s  o f your Committee.
MR. JOHNS: Thank you, Jim . U nlike some o f  th e  
Committees o f  th e  I n s t i t u t e  which a re  ap p o in ted , th e  Commit­
te e  on P ro fe s s io n a l E th ic s  i s  e le c te d  by th e  C ounc il. The
R ules o f P ro fe s s io n a l Conduct a re  vo ted  upon by th e  membership.
With few e x c e p tio n s , th e se  app ly  to  a l l  a re a s  o f  p r a c t i c e -  
ac c o u n tin g , a u d i t in g ,  t a x ,  m anagem ent-advisory s e rv ic e s .  The 
o p in io n s  o f  th e  E th ic s  Committee a re  adopted by th e  Committee, 
i t s e l f ,  w ithout a c t io n  by th e  membership and n e c e s s a r i ly  must 
come w ith in  th e  framework o f th e  r u le s  vo ted  upon by th e  mem­
b e rsh ip .
We have a subcommittee on cases  to  d ea l w ith  com­
p la in t s ;  we have a subcommittee on e n q u ir ie s  to  d e a l w ith
e n q u ir ie s .  We have a subcommittee on code r e v is io n .  These
th re e  a re  s tan d in g  subcom m ittees, We a ls o  have an ad hoc 
com m ittee, c u r r e n t ly  th e  ad hoc committee on e le c t ro n ic  d a ta
p ro c e ss in g .
We have no a u t h o r i t y  to  su sp en d  o r  e x p e l  o r  d i s c i ­
p lin e  any Member. I f  we f in d  a v io la t io n ,  i t ’ s our r e s p o n s ib i l i t y
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to  r e f e r  i t  to  th e  T r ia l  Board. I t  i s  only  th e  T r ia l  Board
which has th e  a u th o r i ty ,  under our By-Laws, to  adm onish, su s­
pend or ex p e l. We should keep in  mind, as p a r t  o f o u r d i s ­
c ip l in a ry  p ro ced u re , we have th e  codes o f  p ro fe s s io n a l  con­
duct of our s ta te  s o c i e t i e s ,  and a lso  our s t a t e  boards so 
t h a t ,  t y p i c a l ly ,  a CPA may come w ith in  th re e  j u r i s d i c t i o n s — 
th e  s t a t e  board , th e  s t a t e  so c ie ty  and th e  American I n s t i t u t e .
As a lso  a p a r t  o f our d is c ip l in a r y  p ro ced u re , we 
should keep in  mind th a t  we depend upon th e  membership to
a s s i s t  and co o p era te  by r e p o r t in g  v io la t io n s  o f our Code.
We, a s  Members o f th e  Committee on P ro fe s s io n a l E th ic s , cannot
fu n c tio n  u n le ss  th e  in fo rm a tio n  comes to  us from our Members
w ith  re g a rd  to  co m p la in ts . There i s  one ex cep tio n  to  t h i s .
The C ouncil o f th e  American I n s t i t u t e  has a u th o riz e d  th e
E th ic s  Committee to  reco g n ize  in fo rm atio n  ap p earin g  in  th e  
p u b lic  p re s s  so , i f  we f in d  som ething in  th e  p u b lic  p re ss  
which would p o s s ib ly  in d ic a te  a v io la t io n ,  we have th e  a u th o r­
i t y  to  pursue th a t  in fo rm a tio n .
Hundreds o f e n q u ir ie s  a re  handled by th e  S ta f f  o f  
th e  I n s t i t u t e  w ithout s p e c if ic  re fe re n c e  to  th e  Members of 
th e  E th ic s  Committee. In  th e  p a s t ,  B i l l  Dogerty has been
th e  Manager o f th e  E th ic s  Committee; r e c e n t ly  has been t r a n s ­
fe r re d  to  E d ito r  o f  th e  Jo u rn a l of A ccountancy, and Don
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Schneeman h en c efo rth  w il l  succeed B i l l  Dogerty a s  Manager
of E th ic s  o f  th e  I n s t i t u t e  S ta f f .
Now, one of th e se  in te r p r e t iv e  op in io n s which th e
E th ic s  Committee w re s tle d  w ith  was th e  cause o f co n s id e ra b le
comment a t  th e  annual m eeting on Monday—nam ely, R ule-303,
on co m p e titiv e  b id d in g . As P re s id e n t Trueblood m entioned a t
th e  annual m eeting , Rule-303 in  i t s  p re se n t form was voted
in  1961, th e n  se n t to  th e  membership and became e f f e c t iv e  in
1962. At th a t  tim e th e  Members were prom ised th a t  th e re  would 
9
be an in te r p r e t iv e  o p in io n . R ichard  Cham berlain o f  t h i s  c i ty
was Chairman o f th e  Committee a t  th a t  tim e . I  became a Member
of th e  E th ic s  Committee fo u r y ea rs  ago and, a t  th a t  tim e , th e  
Committee was c o n s id e r in g  what i s  known as  th e  ’’Cham berlain 
D ra f t” o f  an in te r p r e t iv e  op in ion  o f R ule-303 . I t  was q u ite  
s t r i c t  in  th a t  form ; i t  would have p ro h ib ite d  no t only a 
maximum fe e , th e  s ta te d  fe e ,  a f ix e d  f e e ,  but any q u o ta tio n s  
o f h o u rly  r a t e  or d a i ly  r a t e .
As th e  e s t im a te s —as th e  p e rso n n e l o f  th e  Committee
changed from y ear to  y e a r—th e re  i s  rough ly  a o n e - th ird  tu r n ­
o v er—th e re  were some r e s e rv a t io n s  w ith in  th e  Committee a s  to  
w hether th a t  was th e  answer to  th e  q u e s tio n  and , as  you no 
doubt know, th e  s t a t e  boards, th e  s t a t e  s o c ie t i e s  d i f f e r r e d  
in  t h e i r  d e f in i t io n s  o f what c o n s t i tu t e s  co m p e titiv e  b id d in g ,
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some having a very  s t r i c t  approach and some having a d i f f e r e n t
approach .
We have a subcom m ittee under th e  chairm anship  of
9
John Ring who preceded me as Chairman o f  th e  Committee, un­
f o r tu n a te ly ,  of an even number o f  p eo p le— fo u r—and th a t  sub­
committee w re s tle d  fo r  some tim e on a tw o-to -tw o  b a s i s ,  so 
p ro g re ss  was q u ite  d i f f i c u l t .  B ut, in  June , 1964, Chairman 
R ing’ s chairm ansh ip , we d id  f i n a l l y  re a c h  a co n c lu sio n  w ith  
but one d is s e n t in g  vote o f what c o n s t i tu te d  co m p e titiv e  b id ­
d in g , and i t  was d i f f e r e n t  from th e  Cham berlain d r a f t .  Com­
p e t i t i v e  b idd ing  p r im a r ily  invo lved  th e  naming o f a f ix e d  fe e , 
o r a maximum. I t  would have p e rm itte d  th e  naming of p e r -
diem r a t e  or hourly  r a te  o r ran g es o r e s t im a te s ,  p rov ided  
th e se  th re e  c o n d itio n s  e x is te d —one, th a t  i t  was made in  good 
f a i t h ,  r e a l i s t i c  in  a m o u n t, based upon a re a so n a b le  survey 
o f  th e  n a tu re  and work re q u ire d  to  f u l f i l  th e  engagement [ s i c . ] ;
two, accompanied by a s ta tem en t th a t  th e  f u l l  fee  may be more
or l e s s  th an  th e  amount e s tim a te d ; th r e e ,  does no t become
fu rn ish e d  in  c ircu m stan ces  where th e re  i s  good reason  to  be­
l ie v e  th e  engagement i s  to  be awarded p r im a r ily  on th e  b a s is
o f th e  low est e s t im a te .
The a c t i o n  o f th e  E th ic s  Com m ittee a t  t h a t  tim e
was, q u o te , su b je c t to  th e  ap p ro v al o f th e  le g a l  co u n se l,
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q u o te , and th en  th e  fun began.
Under d ate  o f  Ju ly  27, 1964, we re c e iv e d  an op in ion  
?
from Covington and B urley , th e  I n s t i t u t e ’ s le g a l  co u n se l. I
w il l  read  two se n te n c e s .
I  co n s id e r i t  to  be unwise to  is s u e  such an o p in io n .
As you know, I  have ad v ised  th e  I n s t i t u t e  in  th e  p a s t of 
a r u le  a g a in s t  co m p etitiv e  b id d in g —in h e re n tly  c o n ta in s
r e a l  r i s k  o f v io la t io n  o f S ec tio n  One of th e  Sherman
A ct.
End o f q uo te . We have known fo r  some tim e th a t
?
P o n ta in  B rad ley , our Legal C ounsel, has ad v ised  us th a t  th e  
on ly  hope w ith  reg a rd  to  co m p e titiv e  b id d in g  i s  to  t i e  i t  
in to  s o l i c i t a t i o n ,  which i s  why th e re  i s  a re fe re n c e  to  s o l i ­
c i t a t i o n  in  Rule-303 as  i t  now e x i s t s ;  su b se q u en tly , as has
been re p o r te d  to  Council and th e  membership, bo th  Covington 
?
and B rad ley ’ s firm  and Mr. Hugh Cox, a s p e c ia l i s t  in  a n t i ­
t r u s t  and, a g a in , a c o n s u ltin g  firm —and, I  was p le a se d  to  
have th e  c o n s u ltin g  le g a l  firm  brought in  because I always
thought th a t  a membership c o rp o ra tio n  could  impose i t s  own 
c o n d itio n s  o f  membership, but I  was wrong and , on b e h a lf  o f  
th e  E th ic s  Committee and m yself p e r s o n a lly ,  I see no answer 
to  what o u r  Members sh o u ld  do w ith  reg a rd  to  th e  p ro p o sa l to
re sc in d  R ule-303. The op in ion  o f th e  le g a l  counsel i s  th a t
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i t ’ s j u s t  sim ply i l l e g a l —no d e fe n se , not d e b a ta b le ; th e r e ­
fo re ,  th e  only  p roper way to  vo te  i s  to  vote to  re s c in d  i t .  
Thank you. [A pplause]
CHAIMRAN VANDERLAAN: S ev era l q u e s tio n s  have been 
brought to  th e  d a is ,  and we w il l  respond to  th o s e , no t in  any 
p a r t i c u la r  o rd e r but perhaps to  each o f th e  p a n e l i s t s ,  keep 
them moving. Some o f them have been d ir e c te d  s p e c i f i c a l ly  
to  pane l members, and I  would ask  any of th e  o th e rs  who may 
wish to  respond to  th e  q u e s tio n s , w hile  i t  might have been 
d ire c te d  to  s p e c i f ic  pane l members, i f  any o f  th e  o th e rs  wish 
to  respond to  any of th e se  q u e s tio n s , you may do so .
One o f  th e  q u e s tio n s  was d ir e c te d  to  Mr. Lee, and 
re a d s  a s  fo llo w s. "Y esterday th e re  was a c o n s id e ra b le  amount 
o f tim e devoted to  s e l l in g  m anagem ent-services engagem ents.
Do you b e lie v e  t h i s  s a le s  approach w il l  e v e n tu a lly  erode our 
p r o f e s s io n a l /e th ic a l  approach to  our work?” Mr. Lee?
MR. LEE: I  wasn’t  here y e s te rd a y , so I  am no t su re  
w hether, when he speaks of " s e l l i n g , ” w hether t h i s  was th e  
members o f th e  p a n e l, were t r y in g  to  s e l l  th e  members on g e t­
t in g  in to  management s e rv ic e s  o r w hether t h i s  was devoted to  
s e l l in g  s e rv ic e s  to  c l i e n t s ,  so maybe I  should  cover bo th  of
them.
My o p in io n —we’d perhaps d ev o te , pu t th e  em phasis
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on s e l l in g  th e  members o f  our p ro fe s s io n  on re n d e r in g  man­
agement s e rv ic e s .  We r e a l ly  th in k  th e  em phasis should  be 
on s e l l in g  th e  p ro fe s s io n  to  ge t competence in  management 
s e rv ic e s  because I  f e e l  th a t ,  you have th e  com petence, th e  
word w il l  g e t around p r e t ty  q u ick ly  and you a re  going to  get 
th e  b u s in e ss . B ut, i t  s c a re s  me th a t  th ey  a re  coming up so 
q u ick ly  on t h i s  a re a  o f  management s e rv ic e s  th a t  th ey  charge 
r ig h t  out and t r y  and do a jo b  b efo re  th e n  know what th ey
a re  do ing .
So, I  don’t  know what th e  em phasis was y e s te rd a y , 
but I  hope somebody a t  some p o in t s a id ,  "Be su re  and be com­
p e te n t b efo re  you get gung ho about t h i s  t h i n g . ” Now, on 
th e —i f  you a re  ta lk in g  about s e l l i n g ,  o u ts id e ,  I  th in k  we 
have to  a g re e , a l l  o f  us a re  salesm en; we a re  in  b u s in e ss , 
and so—b u t, our s e l l in g  c e r t a in ly  has to  be in  a p ro fe s s io n a l  
manner, in  accordance w ith  our Code o f  E th ic s ,  which means, 
c e r t a in ly ,  you don’t  encroach  on an o th e r  CPA’ s c l i e n t .  And, 
in  management s e rv ic e s , we a re  very fo r tu n a te  in  having a 
number o f c a p tiv e  com panies, so our f i r s t  s a le s  approach c e r ­
t a in ly  should be w ith  our own c l i e n t s ,  and I  th in k  th e  w orst 
th in g  in  th e  world i s  to  have a c l i e n t  engaged by some o th e r
firm  or a management c o n s u lta n t j u s t  because he does no t 
know th a t  you a re  com petent to  perform  th a t  a c t i v i t y .  So, i f
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we a re  ta lk in g  about g e t t in g  in to  th e  f i e l d ,  th in k  about com­
petence  befo re  you th in k  about going and re n d e r in g  s e rv ic e s  
o u ts id e . I f  i t ’ s a m a tte r  o f s e l l in g  on th e  o u ts id e ,  do i t  
in  a p ro fe s s io n a l  manner, in  accordance w ith  th e  term s o f th e
Code o f E th ic s .
CHAIRMAN VANDERLAAN: I  th in k  we w i l l  move on to
an o th e r q u e s tio n , in  answer to  t h a t ;  we might be a b le  to  
cover a s  many as p o s s ib le  in  th e  tw e n ty -f iv e  m inutes th a t
rem ain .
T his q u e s tio n  was d ir e c te d  to  Mr. B lake. I t  r e a d s , 
“Can an independent a u d i to r  engage in  ta x  c o n s u lt in g , p lan n in g  
and d isc u s s io n s  w ith  in te r e s te d  p a r t i e s  on, fo r  exam ple, bu y in g / 
s e l l in g  arrangem ents and s t i l l  r e t a in  h is  independence?”
M att, do you want to  respond to  th a t?
MR. BLAKE: W ell, t h i s  i s  a m a tte r  o f th e  manage­
ment o r th e  c l i e n t ,  th e  s e v e ra l c l i e n t s ,  r e ta in in g  th e i r  
own p re ro g a t iv e s .  I  see no in h ib i t io n ,  h e re , as  to  independ­
ence, p rov ided  i t ’ s th e  c l i e n t  who makes up h is  mind and th a t  
th e  CPA should no t assume th e  management’ s p re ro g a tiv e s .
CHAIRMAN VANDERLAAN: Mr. Dave Culp o f Ind iana  has
asked th a t  he be given th e  p r iv i le g e  o f th e  f lo o r  and, Dave,
I  wonder i f  you would want to  d i r e c t  y o u r q u e s t io n  a t  t h i s
tim e to  w hichever member o f th e  p an e l you might w ish.
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MR. DAVID M. CULP [ In d ia n a ] : Two weeks ago in  
In d ian a  we held  a d is c u ss io n  on r e p o r t in g  s ta n d a rd s . Approxi­
m ately  a hundred firm s were th e r e ,  la rg e  and sm a ll, r e p re s e n t­
ing  a l l  k inds o f  p r a c t ic e ,  and I  th in k ,  when we l e f t  th e  meet­
in g , we l e f t  in  a s t a te  o f co n fu s io n , or we f e l t  th e  o th e r  
people were confused , and each one o f u s , in  th e  answ ers, 
and I ’d l ik e  to  pose to  a l l  th e  members, th e r e ,  th e  q u e s tio n s
th a t  were in v o lv ed .
I t  r e a l l y  evolved around th e  problem  of th e  s t a t e ­
ment p rep ared  w ithou t a u d i t .  Can you give a s ta tem en t th a t  
only  say s, "P repared w ithou t a u d i t ” ? I  th in k  th e re  i s  one 
th in g  you m entioned t h i s  morning th a t  says you can , and th en  
in  your r e p o r t in g -s ta n d a rd s  b o o k le t, i t  r e f e r s —th a t  an y th in g  
on your s ta t io n e ry  says th a t  you cannot only  say t h a t ,  but 
you must a ls o  deny an o p in io n , and th e  th in k in g  put forw ard 
fo r  i t  was, f i r s t ,  th a t  we a re  CPA’ s . T his does no t say "Cer­
t i f i e d  P ub lic  A u d ito r s ,” and a c co u n ta n ts  a re  communicators and 
in te r p r e t e r s  o f f in a n c ia l  in fo rm a tio n , and th e r e f o r e ,  i f  you 
have p re se n te d  a s ta te m e n t, you a re  no t n e c e s s a r i ly  a t t e s t i n g  
to  i t ,  and I th in k  t h a t ’ s accep ted  in  a l l  c a se s .
Now, th e  problem  i s  t h a t ,  when th e  a u d i t in g  commit­
t e e ,  who i s  p r im a r ily  concerned w ith  a u d i t in g ,  says in  a 
r e p o r t in g  form th a t  you must co n tin u e  on and say th a t  we a re
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denying an o p in io n , I  wonder i f  we a re  a ls o  t r y in g  to  th in k  
o f th e  p u b lic  in  t h i s  c a se , and t h i s  i s  brought up by d i f f e r ­
e n t p eo p le ; a re  we not being  redundant and th e re fo re  g u i l ty  
of substandard  type  o f  r e p o r t in g  o r communicating i f  we have 
to  add, a f t e r  th e  "P repared  w ithou t audit, "and therefore no 
op in ion  i s  e x p re s s e d ,” or to  some e f f e c t  l ik e  th a t?  I s n ’t  
i t  q u ite  c le a r  th a t  no op in io n  could  ev e r be e x p ressed , i f  
we say "P repared  w ithout a u d i t ”? The a u d i t ,  by i t s e l f —and, 
we say we haven’t  a u d i te d , th e n  th e re  could be no o p in io n .
Now, i f  you sa y , "No, a s  long as  i t ’ s a f in a n c ia l  
s ta te m e n t, we must do t h a t , ” th en  we brought up th e  o th e r  
co n fu sin g  problem  in  th e  m eeting , and I  th in k  i t  was m entioned 
by one o f th e  sp eak ers ; we wear d i f f e r e n t  h a ts  som etim es, 
have even s l i g h t ly  d i f f e r e n t  e t h i c s .  I f  we a re  ta lk in g  about 
ta x  p r a c t i c e ,  when you p rep a re  a T e n -s ix ty - f iv e  or an E leven- 
tw enty  fo r  your c l i e n t ,  th a t  i s  a f in a n c ia l  s ta tem en t to  th e  
p u b lic . I t  has a balance sh e e t;  i t  ag re e s  w ith  th e  books.
I t  has an income s ta te m e n t. Are we th en  to  say and should 
t h i s  be uniform , th e n —and, i t  wasn’t ,  in  our p a r t i c u la r  
s t a t e  s o c ie ty —do we th an  say , "P repared  w ithou t a u d i t  and 
no o p in io n  can be e x p ressed ”?
In  o th e r  words, we do wear d i f f e r e n t  h a ts ,  and I 
wondered i f ,  when we look a t  th e  t a b l e ,  h e re , i f  by th e  f a c t
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you a re  re p re s e n tin g  a u d i t in g , ta x e s ,  management s e rv ic e s ,  
th a t  we fo rg e t to  put in —ju s t  w rite  up our c o m p tro lle rsh ip  
fu n c tio n  or management s e rv ic e s  or w hatever i t  may be—i f  
t h i s  may not r e p re s e n t a r e a l  problem . In  o th e r  w ords, can 
we s t i l l  say "P repared  w ithout a u d i t"  on a s ta te m e n t, o r must 
we go to  th e  p o in t o f  adding  l o t s  o f  words to  a c l i e n t ,  
add th e se  o th e r s ,  th e se  o th e r  th in g s .  T h a t’ s my q u e s tio n .
MR. JOHNS: Mr. Culp’s q u e s tio n  i s  under c o n s id e ra ­
t io n  c u r r e n t ly  by bo th  th e  Committee on P ro fe s s io n a l E t h i c s . . .
SPEAKERS FROM THE FLOOR [V a rio u s]: Louder, lo u d e r ’ 
MR. JOHNS: Mr. C ulp’ s q u e s tio n  i s  under c o n s id e ra ­
t io n  c u r r e n t ly  by th e  Committee on P ro fe s s io n a l E th ic s  and 
th e  I n s t i t u t e ’ s A ud iting  P rocedures Committee. The Committee
on P ro fe s s io n a l E th ic s  had p rep ared  a d r a f t  on th e  su b je c t 
b u t, because i t  d id  in v o lv e  th e  a re a s  in  which th e  A ud iting  
P rocedures Committee has j u r i s d i c t i o n ,  i t  was r e f e r r e d  to  th a t
Committee.
The A uditing  P rocedures Committee has had th e  sub­
j e c t  under c o n s id e ra tio n  and c u r re n t ly  has a d r a f t  exposed.
The d a te  o f  th e  d r a f t  i s  September 14, 1966; was c i r c u la te d
to  th e  Members of th a t  Committee and a l im ite d  number of
o t h e r s  a s  an  i n t e r n a l  c i r c u l a t i o n  u n d er d a te  o f  S ep tem ber
tw e n ty - f i r s t  and w il l  no doubt come back to  th e  E th ic s
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Committee to  be co n sid ered  a t  i t s  December m eeting . I 
would suspect th e re  w il l  be som ething out to  th e  membership 
by January  1, 1967 on t h i s  s u b je c t .
MR. BLAKE: The q u e s tio n s  Mr. Culp r a i s e s ,  o f  co u rse , 
a re  hardy p e re n n ia ls ;  we have been ducking them fo r  y e a rs .
The o p in io n , Opinion T h irtee n  o f th e —by th e  p rev io u s  n a t io n a l  
 e th ic s  committee a llu d e d  to  befo re  s t a t e s  c a te g o r ic a l ly  th a t
a f e d e ra l  incom e-tax r e tu rn  i s  not su b je c t to  th e  te c h n ic a l  
s ta n d a rd s  o f  th e  code. Now, t h i s  means, w ith in  th a t  c o n te x t,
a ta x  r e tu rn  i s  not a f in a n c ia l  statement and th e re fo r e  does
not g ive us concern in  term s o f  t h i s ,  you know, a u d it- s ta te m e n t
is s u e . Where i t  has p lagued us and undoubtedly w i l l  con tinue
to  do so i s  the-businessm an  who ta k e s  a copy, r e ta in e d  copy 
o f h is  f e d e ra l  incom e-tax r e tu r n  and sa y s , "H ere, my a u d i to r  
p rep ared  my ta x  r e tu r n ;  i t  must be a l l  r i g h t .  Give me a l l  
th e  dough I  w an t,” r e ly in g  on t h i s  s ta te m e n t. T his i s  a very 
d i f f i c u l t  a r e a .  I t ’ s been k icked around . I t  g e ts  in to  a l l
s o r ts  o f  q u e s tio n s  in c lu d in g  I n te r n a l  Revenue S erv ice  admin­
i s t r a t i o n —what may you or should  you w rite  on a ta x  r e tu rn  
i s  p o ss ib ly  a q u a l i f i c a t io n  o f th e  j u r a t  and many o th e r  th in g s .
We—and, we a ttem p ted  to  make an end run on t h i s  
p o in t ,  and I don’t  know how i t ’ s going to  come o u t. We 
suggested  th a t  t h i s  new jo in t  committee of th e  bankers and
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th e  CPA’ s ta k e  i t  up w ith th e  id e a , th e n , th e  bankers ought 
to  know b e t te r  th an  to  accep t r e ta in e d  co p ies  o f ta x  r e tu r n s ,
but I  don’t  know what th e  outcome o f th a t  w i l l  be.
CHAIRMAN YANDERLAAN: Thank you, M att. Yes, Ralph? 
MR. LEE: I  might comment on t h i s  b r i e f ly .  Matt
put h is  f in g e r  on one th in g  which i s  very  im p o rta n t. Whether 
we l ik e  i t  o r n o t ,  th e  bank c o n s id e rs —and, o th e rs  who use 
th e se  s ta te m e n ts—and, i f  th ey  a re  id e n t i f i e d  w ith  u s , they  
c o n s id e r  th a t  th e y —th e  s ta te m e n ts  a re  f a i r l y  p re p a re d , even 
though a l l  a c ro s s  th e  face  o f th e  sta tem en t i t  says "Un­
a u d i te d ,” and "B ew are,” and w hat-have-you, I  had a banker 
t e l l  me t h a t ,  in  th o se  cases where he re c e iv e d  unaud ited
s ta tem en ts  in  th e  envelope—not w ith  th e  t r a n s m i t ta l  l e t t e r
but j u s t  In th e  envelope o f a CPA, th a t  he s ta p le d  th e  en v e l­
ope to  th e  f in a n c ia l  s ta tem en t because he knew th a t  th e  CPA
would no t even ty p e  s ta tem en ts  in  h is  o f f ic e  u n le ss  he knew 
th a t  th ey  were a l l  r ig h t !  So, I  th in k  t h i s  imposes on a l l  o f 
us a r e s p o n s ib i l i t y  to  be reaso n ab ly  su re th a t  th e  s ta tem en ts
a re  f a i r l y  p re se n te d  th a t  come th rough  our o f f i c e ,  because I  
don’t  th in k  we should be s t r i c t l y  in  a se rv ic e  o f  h an d lin g ,
ty p in g  and c l a s s i f y in g  f ig u re s .
CHAIRMAN VANDERLAAN: S in c e  we a re  on th e  s u b je c t
of ban k ers , I  might pose a n o th e r q u e s tio n  th a t  was su b m itted .
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The q u e s tio n  re a d s  as fo llo w s . "A re p re s e n ta t iv e  o f a s t a t e  
banking departm ent has r a is e d  th e  q u e s tio n  as to  th e  independ­
ence o f th e  a u d i to r  o f  a bank who i s  a ls o  a borrow er. Your
comments would be a p p r e c ia te d .”
Ralph Johns, p e rh ap s , would l ik e  to  respond to  t h i s
q u e s tio n .
MR. JOHNS: W ell, we had th a t  q u e s tio n  up in  I l l i n ­
o is  when we adopted  th e  ru le  s im ila r  to  our p re se n t I n s t i t u t e  
r u le  on independence, and i t  i s  n o t—does no t a f f e c t  th e  
a u d i to r ’ s independence i f  he i s  a d e p o s ito r  o r  a borrow er, 
p rov ided  th e  r e la t io n s h ip  i s  a b u s in e ss  one—in  o th e r  words, 
he i s  no t g e t t in g  favored  tre a tm e n t in  one way or a n o th e r .
I f  he i s  a s to c k h o ld e r , t h a t ’s som ething e ls e  ag a in .
CHAIRMAN VANDERLAAN: Anybody e ls e  have any comment?
[No resp o n se ]
CHAIRMAN VANDERLAAN: M att, a q u e s tio n  on m a te r ia l­
i t y  came up, h e re . "Do you th in k  i t  p ro p er to  sign  a r e tu r n  
wherein th e  tax p ay er has re fu se d  to  in c lu d e  income, even
 
though th e  amount invo lved  i s  in s u b s ta n t i a l— say , two hundred 
d o l la r s  o f r e n ta l  income, compared to  an a d ju s te d  g ro ss  in ­
come o f perhaps f i f t y  to  a hundred thousand d o l l a r s ? ”
MR. BLAKE: W ell, t h e r e  i s  no su ch  th in g  a s
m a te r ia l i ty  o r s u b s ta n t ia l i ty  in  a f e d e ra l  incom e-tax  r e tu r n .
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I am ta lk in g ,  now, about th e  s t r u c tu r e  of th e  I n te r n a l  Reve­
nue Code, The d e l ib e r a te ,  w ilfu l  om ission o f  even two hundred 
d o l la r s  in  a la rg e  ta x  r e tu rn  can very w ell be a p e n a lty  o f ­
fe n se , so th a t  i t ’ s ex trem ely  d i f f i c u l t  to  t a l k  about t h i s  
su b je c t o f m a te r ia l i ty .  We know th a t  th e  revenue agen t and 
th e  s e rv ic e ,  g e n e ra lly , does not worry about t r i f l e s ,  but 
we j u s t  c a n ’t  go a lo n g  w ith  m a te r ia l i ty  on om issions of income.
A man can go to  j a i l  fo r  o m ittin g  th e  income, so 
th e  CPA should  no t s ign  th e  ta x  r e tu r n .  I t  i s  no t c o n s is te n t  
w ith  th e  j u r a t — b e t te r  t e l l  him to  put th a t  money in  th e r e .
CHAIRMAN VANDERLAAN: A r a th e r  len g th y  q u e s tio n , 
p robab ly  fo r  your re sp o n se , Ralph Lee. I  w i l l  read  i t ,  in  
t o t a l .  "AICPA E th ic s  Committee r e c e n t ly  s ta te d  to  th e  e f ­
f e c t ,  based on no p o te n t ia l  c o n f l ic t  o f i n t e r e s t  in  th e  same
firm  a u d i t in g  f i s c a l  in te rm e d ia r ie s  and h o s p i ta l  p ro v id e rs  
under th e  M edicare program , th e  a u d i to r  and f i s c a l  in te rm ed­
ia ry  i s  charged w ith  r e s p o n s ib i l i t y  o f  approv ing  co s t a l l o ­
c a tio n s  subm itted  by th e  h o s p i ta l  p ro v id e r ;  th u s ,  he a u d i ts
h is  own work. The S o c ia l S e c u rity  A d m in is tra tio n  has e s ­
ta b l is h e d  e la b o ra te  p rocedu res fo r  a r b i t r a t i n g  or re s o lv in g  
d if fe re n c e s  o f  op in ion  in  th e se  a re a s  so , o b v io u sly , an 
ad v e rsa ry  in  p o s i t io n  between a u d i to r s  o f  f i s c a l  in te rm e d ia r ­
ie s  and h o s p i ta ls  i s  reco g n ized  by them. P lease  e x p la in  th e
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d e c is io n  of th e  E th ic s  C om m ittee.”
T his i s  of v i t a l  i n t e r e s t  to  many CPA f irm s . P er­
haps Ralph Johns would want to  d ea l w ith  i t ,  to o , s in ce  i t ’ s 
d ir e c te d  to  th e  e x p la n a tio n  o f th e  E th ic s  C om m ittee ...
MR. LEE: I  was going to  say , t h i s  h a rd ly  seems 
"management s e r v ic e s ,” but I  w i l l  ta c k le  i t  and th en  Ralph 
can g ive h is  comment. I th in k  we have to  ta k e  a p o s i t io n ,  
and c e r t a in ly  ta k e  t h i s  p o s i t io n  p u b l ic ly ,  th a t  th e  CPA i s
independent and th a t  he would no t be an advocate  of one p a r ty
a g a in s t  th e  o th e r  p a r ty  and t h a t ,  w hatever he s a id ,  every ­
body say s, everybody in  th e  world should ag ree  w ith . So, t h i s  
i s  th e  t h e o r e t i c a l  s id e  o f i t .  However, where you get in to  
a s i tu a t io n  o f t h i s  s o r t —and, I  don’t  have th e  r e le a s e  in  
f ro n t o f me, but I  th in k  th e re  was a sen tence to  th e  e f f e c t
th a t  any CPA who would accep t an assignm ent fo r  an in te rm ed­
ia ry  where he was a ls o  th e  a u d i to r  o f  th e  h o s p i t a l ’ s re c o rd s  
would f u l ly  d is c lo s e  h is  i n t e r e s t  and p o s i t io n  to  bo th  s id e s .
Now, my own f e e l in g  i s ,  i f  p roper d is c lo s u re  i s  
made, th e  in te rm ed ia ry  p robably  would not engage him and th e
h o s p i ta l  would i n s i s t  th a t  he no t a u d i t  th e  in te rm e d ia ry .
T h is , I  f e e l  t h i s  way because a t  l e a s t  from th e  l i t t l e  b i t  I
know o f  th e  r e g u l a t i o n s  a t  t h i s  p o i n t ,  t h e r e  would be a r e a s  
o f judgem ent invo lved  and so , r ig h t  away, th e  a u d i to r  would
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be in  a c o n f l i c t  o f i n t e r e s t  because an item  th a t  he would
decide in  one way would be a g a in s t h is  h o s p i ta l  c l i e n t  i f  he 
decided  i t  fo r  th e  in te rm e d ia te ; I mean, th e  o th e r  way, i t  
might be fo r  h is  c l i e n t ,  and th e  p r a c t i c a l  r e s u l t  could  be
th a t  he might lo se  h is  h o s p i ta l  c l i e n t  and a lso  th e  jo b  o f
th e  in te rm ed ia ry  because he could  s a t i s f y  n e i th e r .
I th in k  you, i f  you—c e r t a in ly ,  i f  you have a s i t u a ­
t io n  where you a re  adding  two and two and i t  eq u a ls  fo u r , 
t h i s  should be accep ted  by b o th  p a r t i e s  b u t, where you have 
a re a s  where judgement i s  in v o lv e d , I  p e rs o n a lly  f e e l  you a re  
in  a c o n f l ic t  o f i n t e r e s t ,  and p lu s  th e  f a c t  I  th in k  th a t ,  
i f  you f u l ly  d is c lo se d  to  both  s id e s  th a t  th e re  a re  th e se  
a re a s  o f judgement where you a re  going to  decide one way which 
could  a f f e c t  one p a r ty  a g a in s t  th e  o th e r ,  th a t  th e  l i k e l i ­
hood i s  th a t  you w il l  no t be engaged.
MR. JOHNS: W ell, I  might comment a word o r two. 
Broadly speak ing , we in  t h i s  co u n try , ou r p ro fe s s io n , have 
gone f u r th e r  in  th e  a rea  of independence th an  any o th e r  
co u n try , but sometimes th e re  a re  in d ic a t io n s  from th e  te n o r  
of th e  e n q u ir ie s  coming to  our Committee t h a t ,  from th e  th in g s  
we see goin g  on around th e  co u n try —where th e  q u e s tio n  of
in d ep e n d en c e  i s  g o in g  to o  f a r .  The S t a te  S a v in g s  and Loan
Commissioner in  C a lifo rn ia  has some unusual v iew s. The members
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of c e r ta in  f a c u l t i e s  have been w ritin g  a r t i c l e s  and have some 
unusual views on th e  q u e s tio n  o f independence and on th e  
governm ental ag en c ie s  and, i f  t h i s  c o n tin u e s , i t  might be 
r a th e r  lu d ic ro u s  in  a s i tu a t io n  a s  to - -a n d , in  th e  d e l ib e r a ­
t io n s  o f our Committee w ith  th e  S o c ia l S e c u r ity  A d m in is tra tio n  
p eo p le , I  don’t  r e c a l l  th e  exac t v o te ; i t  wasn’t  unanim ous. 
There was a d iv id ed  v o te , but we r e l i e d  co n s id e rab ly  on th e  
a c t io n  o f th e  C ouncil o f  th e  I n s t i t u t e  in  1944, when we had 
a s im ila r  problem w ith  reg a rd  to  government c o n t r a c ts —a u d i­
to r s  fo r  c o rp o ra tio n s  who a ls o  had government c o n tra c ts  and
re n e g o t ia t io n ,  th in g s  l ik e  t h a t .
Now, i f  you say th a t  you cannot be th e  a u d i to r  fo r
a c o rp o ra tio n  and a t  th e  same tim e ex p ress  an op in io n  on fa c ­
tu a l  in fo rm atio n  subm itted  to  government a g e n c ie s , we may come
to  th e  p o in t where we have an o th e r se t o f a u d i to r s  to  f i l e
r e p o r ts  to  th e  SEC or o th e r  government a g e n c ie s , and we do 
no t b e lie v e  t h i s  i s  a d e s ira b le  development fo r  th e  s o c ia l  and 
economic w elfa re  of th e  co u n try . So, a t  th e  c u r re n t moment, 
why, we s a id , w ith in  th e  Committee, th a t  a CPA, being  an 
independent p ro fe s s io n a l  man, could  re n d e r  se rv ic e  to  bo th  
th e  p ro v id e r  and th e —w e ll, th e  o th e r  man, th e  o th e r  p a r ty —
in te r m e d ia r y !
Now, we have not e x a c tly  a co u rt d e c is io n  on t h i s
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b u t, a s  Chairman o f th e  Committee, I  t e s t i f i e d  befo re  th e
F ed era l M aritim e Commission a s  to  w hether o r  no t a CPA firm
could be an a u d i to r  fo r  a member steam ship l i n e ,  a member o f 
th e  co n fe ren ce , and a lso  ren d e r s e rv ic e s  to  th e  co n fe ren ce , 
and t h i s  was being ch a llen g ed  by one o f  th e  tw enty-one mem­
b ers  o f  th e  con ference  and t h i s  was heard by one o f th e  mem­
b ers  o f th e  F ed era l M aritim e Commission in ,  I  might say , 
a d ju t ic a t io n s  o r h ea rin g s  fo r  s e v e ra l y e a rs , and th e  f i n a l  
answer was, by th a t  body—and, I  don’t  know how h igh  in  th e
governm ental s t r u c tu re  th a t  i s  in  r e l a t i o n  to  th e  co u rt s t r u c ­
t u r e ,  th e  f e d e ra l  co u rt s t r u c tu r e ,  but th e  f i n a l  co n c lu sio n  
was th a t  i t  was p e r f e c t ly  p roper fo r  an independent CPA to  
re n d e r  s e rv ic e s  to  a member o f  th a t  sh ip p in g  con ference  and 
a ls o  re n d e r  s e rv ic e s  to  th e  co n fe ren ce , i t s e l f .
CHAIRMAN VANDERLAAN: M att, an o th e r  q u e s tio n  has 
been ad d ressed  to  you. I t  r e a d s , "Would I t  no t be h e lp fu l  I f  
th e  I n te r n a l  Revenue S erv ice  would c o n c e n tra te  more on p roper 
d e te rm in a tio n  of ta x e s  r a th e r  th an  In c re a s in g  th e  a sse ssm en ts?” 
[L augh ter]
MR. BLAKE: I  have ch eers  f o r  th a t  one! I  suppose 
t h i s  has re le v a n c e  to  our g en e ra l program In  r e s p o n s i b i l i t i e s — 
ta x  a r e a .  C e r ta in ly  i t ’ s a p o in t th a t  has been made, but th e  
f a c t  i s  th a t  we have our own e t h i c a l  r e s p o n s ib i l i t y  which we
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must d isc h a rg e  and th e  mere f a c t  t h a t ,  in  your l a s t  b a t t l e  
w ith  th e  revenue a g e n t, in  th a t  he tu rn e d  out to  be p a r t i c u la r !  
a g g re ss iv e  and d i f f i c u l t ,  I  don’t  th in k  t h i s  should a f f e c t  
th e  r u le s  we adopt fo r  our own p ro fe s s io n . T his i s  an i n t r a ­
mural m a tte r .
Now, I  th in k  i t  i s  im portan t to  r e a l i z e  th a t  no­
where in  th e  r e s p o n s i b i l i t i e s  program have we made th e  assump­
t io n  t h a t ,  by maybe coming up w ith  b e t t e r  s ta n d a rd s  and l iv in g  
up to  them, th a t  t h i s  i s  going to  mean th a t  th e  revenue agent 
i s  going to  sheathe h is  sword; we expect he i s  going to  
co n tin u e  a s  he i s .  Now i f ,  th ro u g h  b e t te r  t r u s t  and under­
s ta n d in g , y ea rs  o f  good conduct and so f o r th — i t  might very 
w ell be th a t  an outcome o f th e  r e s p o n s i b i l i t i e s  program w il l  
be to  p la ce  more f a i t h  upon th e  CPA because he i s  a CPA, Cer­
t a i n l y ,  i f  th a t  were th e  outcome, we would have succeeded in
a c h ie v in g  a r e a l ly  g re a t c o n tr ib u t io n  to  th e  p ro fe s s io n  and 
to  s o c ie ty .  But I  th in k  we ought to  l e t  t h a t  develop on i t s  
own. In  th e  meanwhile I  suggest th a t  you buy t r a n q u i l i z e r s  
fo r  th o se  d i f f i c u l t  revenue a g e n ts .
CHAIRMAN VANDERLAAN: Ralph Jo h n s, a q u e s tio n  d i r ­
e c te d  to  you! "With many o f  th e  new l e g i s l a t i v e  program s
having to  do w ith  Uncle Sam handing ou t money or m atching 
g ra n ts  o r m aintenance o f e f f o r t  r e q u ir in g  an a u d i to r ’ s o p in io n ,
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what i s  th e  a u d i to r ’ s r e s p o n s ib i l i t y  i f  he f in d s ,  in  a l a t e r  
y e a r, th a t  m is tak es have been made in  an e a r l i e r  y e a r ’ s r e p o r t  
which he had s igned , th e re b y  r e s u l t in g  in  s u b s ta n t ia l  sums o f 
money being given to  c l i e n t s ? "
MR, JOHNS: W ell, any tim e an a u d i to r  f in d s  he has 
signed  a r e p o r t  which c o n ta in s  m a te r ia l  m is ta k e s , he i s  in  a 
s e r io u s  s i t u a t io n ,  and o b v io u sly  i t  would r e q u ire  a tho rough  
r e s e a rc h  o f a l l  th e  re le v a n t  f a c t s ,  and one o f th e  th in g s  I  
th in k  he c e r t a in ly  ought to  do i s  c o n su lt h is  le g a l  c o u n se l. 
J u s t  to  whom he should re p o r t  when he has a l l  th e  f in d in g s  
and a l l  th e  f a c t s  would depend upon th e  s i t u a t i o n ,  bu t c e r ­
t a in ly  i t  i s n ’t  som ething he should j u s t  ignore  because i t  was 
r e t r o a c t iv e  and a p p lie d  to  a p r io r  y e a r.
I  th in k  Matt Blake would in d ic a te  th a t  i t ’ s a
se r io u s  s i t u a t i o n ,  fo r  exam ple, i f  i t  were in  th e  ta x  f i e l d .
MR. BLAKE: There i s  a s p e c if ic  p ro v is io n  in  C irc u -  
la r -2 3 0  im posing req u irem en ts  upon th e  CPA a n d /o r  a t to rn e y  
th a t  he, upon f in d in g  an e r r o r ,  w i l l—must go to  th e  c l i e n t  
and a p p r ise  th e  c l i e n t  o f h is  knowledge. There i s  no r e q u ir e ­
ment th a t  you go to  th e  I n te r n a l  Revenue S erv ice  w ith  t h i s  
in fo rm a tio n . I  th in k  I  in d ic a te d , b e fo re , th a t  S tatem ent 
on R e s p o n s ib i l i t i e s  Number F ive d e a ls  w ith  t h i s  very  tho rn y
su b je c t.
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CHAIRMAN VANDERLAAN: R alph , s t i l l  a n o th e r  q u es tio n ! 
"What a re  d is c lo s u re  r e s p o n s i b i l i t i e s  when a s s e t s  a re  shown 
a t  a p p r a is a l  v a lu e s  in  f in a n c ia l  s ta te m e n ts ,” and th e  q u e s tio n  
i s  d ir e c te d  on o p in io n , as  to  op in io n  r e p o r t s ,  a s  to  non­
a u d it  ed r e p o r t s .
MR. JOHNS: W ell, some p a r t s  o f  th e  w orld , a p p ra ise d  
v a lu es  a re  a c c e p ta b le —A u s tr a l ia ,  fo r  exam ple. In  th e  U nited 
S ta te s  we have no t approved w rite -u p s  to  a p p ra ise d  v a lu e s , 
and th e re fo re  a s s e t s  th a t  a re  n o t s ta te d  a t  c o s t but s ta te d  
a t .a p p ra is e d  value  would re q u ir e  no t only  d is c lo s u re  b u t, 
depending upon th e  re le v a n t m a te r ia l i ty ,  o f  p o s s ib ly  q u a l i ­
f ic a t io n s  o f an o p in io n .
When i t  comes to  u naud ited  s ta te m e n ts , as o f th e  
p re se n t moment, I  th in k  i t  would be p e r f e c t ly  p roper to  se t 
f o r th  item s on a p p ra ise d  value  w ithou t any f u r th e r  comment 
because each sta tem en t would be headed up, " P repared  fo r  
th e  box, w ithou t a u d i t . ” However, t h i s  document I  p re v io u s ly  
r e f e r r e d  to  in  d r a f t  form—and, I  don’t  know w hether i t  w il l  
s ta y  in  t h i s  form when f in a l l y  is s u e d —te n d s  to  in d ic a te  
th a t  th e re  a re  some r e s p o n s i b i l i t i e s  fo r  d is c lo s u re  o r  d e p a r t­
u re s  from g e n e ra lly  accep ted  acco u n tin g  p r in c ip le s  when th e y  
come to  one’ s a t t e n t io n .  In o th e r  w ords, you don’t  have to  
go lo o k in g  fo r  them in  making an a u d it  b u t,  i f  th ey  a re
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ap p a ren t on t h e i r  face  th a t  th e re  i s  a d e p a r tu re , th en  you 
have some r e s p o n s ib i l i t y .  So, th e  r u le s  may be so broadened 
when t h i s  s ta tem en t i s  is s u e d , i f  t h i s  p ro v is io n  i s  r e ta in e d .
CHAIRMAN VANDERLAAN: Thank you, R alph. The ques­
t io n  w ith  re g a rd  to  th e  a u d i to r ,  th e  bank-borrow er, th e  in d e ­
pendence q u e s tio n —I  was given some m a te r ia l  up h e re , and I  
wondered i f  th e  perso n  who has an i n t e r e s t  in  th a t  q u e s tio n
might ta k e  one o f th e  m ikes—th e re  a re  th re e  up h e re . He
has in d ic a te d , he would l ik e  to  ex p lo re  th a t  q u e s tio n  a l i t t l e  
b i t  d eep er, and perhaps he would g ive us h is  name, h is  s t a t e ,  
and ask  what fu r th e r  q u e s tio n  he has in  t h i s  a re a .
MR. JOHN J .  HARRINGTON [Waltham, M assach u se tts ]: The 
name i s  John J .  H arrin g to n , from Waltham, M a s s a c h u s e t ts -  
B oston, I  should say—and I  am n o t th o ro u g h ly  s a t i s f i e d  w ith
th e  answ ers th a t  th e  com m ittee in  I l l i n o i s  took  a broad view
th a t  th e re  wasn’t  any c o n f l ic t  o f independence i f  th e  a u d i to r  
was a d e p o s ito r  and a borrow er of th e  bank o f which he was 
th e  a u d i to r ,  a s  long a s  the borrow ing were on a s t r i c t l y -
b u s in e ss  b a s is .
Now, th e  q u e s tio n  was, a s  p roposed , th e r e ,  was sup­
posed ly  em anating from th e  s t a t e  banking a u th o r i ty ,  but s im i­
l a r  q u e s tio n s  have been r a is e d  by boards o f d i r e c to r s  o f 
banks w ith in  t h i s  Commonwealth who f e e l  very  s tro n g ly  th a t  a
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man who i s  a borrow er, e s p e c ia l ly  on an unsecured  b a s is  o r 
on a th in  margin o f  c o l l a t e r a l  o r  an ex cess  mortgage l im it  i s  
in  no p o s i t io n  to  be independent w ith  r e s p e c t  to  th e  o p e ra tio n s
o f th e  bank o r o f th e  loan  o f f i c e r s  o f th e  bank o r where th e
loan  o f f i c e r s  may have m u ltip le  d u t ie s ,  which i s  going in to  
o th e r  departm ents where he might very w ell be expected  to  tak e  
ex cep tio n  to  some perform ance and he w i l l  f a i l  to  do so under 
such c irc u m sta n c e s , and th ey  have re fu se d  to  e n te r ta in  th a t  
acco u n tan t a s  a p o te n t ia l  independent a u d i to r .
Now, i f  t h a t  i s  th e  p o s i t io n  o f someone o u ts id e  th e  
acco u n tin g  p ro fe s s io n , how can we w ith in  th e  ac co u n tin g  p ro fe s ­
sion  say th a t  we do no t have a c o n f l ic t  o f  independence when
i t  a f f e c t s  o u rse lv e s?
MR. JOHNS: W ell, you w il l  r e c a l l ,  Mr. C a rr in g to n ,
I  s a id , one o f th e  c o n d itio n s  was, i t  was a normal b u s in e ss  
r e la t io n s h ip ,  no t g iven  any f a v o r i t is m , and you have in d ic a te d  
th e  p o s s i b i l i t y  th a t  a loan  was made to  t h i s  acco u n tan t th a t  
might no t have been made to  some o th e r  p erso n —w hich, o f  
c o u rse , could  r e f l e c t  a d v e rse ly  upon h is  independence. I  am 
sure th a t  our own Committee would say th a t  th e  mere f a c t  he 
was a d e p o s ito r  and borrowed money d id  n o t ,  in  i t s e l f ,  a f f e c t
h is  independence.
Now, o f c o u rse , we alw ays have th e  m a tte r  of
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appearance of independence, and th a t  a p p a re n tly  i s  th e  s i t u a ­
t io n  here in  t h i s  Commonwealth.
MR. HARRINGTON: W ell, I  can q u ite  ag ree  w ith  t h a t ,  
but th e  q u e s tio n  i s  a m a tte r  o f  p rov ing  th a t  he has some b u s i­
n e ss  r e la t io n s h ip  and , when p e r s o n a l i ty  and acq u a in tan ce  e n te r  
in to  a p ro p o s i t io n , e s p e c ia l ly  in  th e  u n secu red -lo an  a r e a ,  th e  
m a tte r  becomes open to  q u e s tio n . Now, we have some r a th e r  
s t r i c t  r u l e s ,  p a r t i c u la r ly  as were exp ressed  by th e  gentlem an 
from In d ian a  a l i t t l e  w hile ago w ith  re s p e c t to  th e  p re s e n ta ­
t io n  o f  u naud ited  s ta te m e n ts , and we had a l o t  o f  a rg u in g  over 
a p e rio d  o f y ea rs  with re s p e c t to  S tatem ent T w en ty -th ree , and
we have had a l o t  o f  a rg u in g  w ith  th e  SEC on independence.
?
I  w ell remember Donald Cook w ith  th e  deck of f i f ty - tw o  ca rd s
going from w hite to  b lack  and ask in g  where th e  change in  c o lo r  
took  p la c e , and I  th in k  we should  no t w ait fo r  someone o u ts id e  
th e  p ro fe s s io n  to  t e l l  us where th e  change in  c o lo r  took  
p la c e . I  th in k  we ought to  ta k e  a p o s i t io n ,  o u rs e lv e s , fo r  
guidance w ith in  th e  p ro fe s s io n  a s  to  when unsecured  borrow­
in g s  o f a c l i e n t  bank in te r f e r e  w ith  th e  independence o f th e
a c c o u n ta n t.
MR. JOHNS: R ule-101 in c lu d e s  r e fe re n c e  to  a s s e s s in g  
a l l  th e  f a c t s ,  and what you say would in c lu d e  an a p p r a is a l  o f
a l l  th e  f a c t s .
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CHAIRMAN VANDERLAAN: I  am sure we’d l ik e  to  con­
tin u e  t h i s  d isc u s s io n  much lo n g e r b u t, u n fo r tu n a te ly , t h i s  
room must ag a in  be ready fo r  our luncheon program . We should
th e re fo re  adhere to  th e  tim e schedu le  a l l o t t e d  to  u s . I
th in k  th e  s iz e  o f t h i s  audience and i t s  a t te n t iv e n e s s  to  th e
program shows a h ea lth y  I n te r e s t  in  e th ic s  and i s  a  good s ig n  
th a t  we w il l  r e s o lv e  our e t h ic a l  problem s.
I  want to  thank  each o f our sp eak ers  ag a in  fo r  
t h e i r  e x c e lle n t  p r e s e n ta t io n s ,  and my s p e c ia l  th an k s  to  th e  
aud ience p a r t ic ip a n t s  who have added to  th e  su ccess  o f  t h i s  
program w ith  t h e i r  p ro v o ca tiv e  q u e s tio n s , and thank  you, very
much.
[Whereupon, a t  t h i r t y  m inutes p a s t e lev en  o ’ c lo ck , 
th e  se ss io n  was co n c lu d ed .]
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WEDNESDAY AFTERNOON SESSION—ORGANIZATIONAL MEETING OF COUNCIL
O ctober 5, 1966
The C ouncil reconvened in  O rg a n iz a tio n a l M eeting 
a t  fo r ty -se v e n  m inutes p a s t two o ’c lo ck  in  th e  Commonwealth 
Room o f th e  Sheraton-B oston  H o te l, Boston, M assach u se tts ,
Mr. H i l l i a r d  R. G iffe n , n e w ly -e lec ted  P re s id e n t o f th e  I n s t i ­
t u t e ,  p re s id in g .
PRESIDENT GIFFEN: We a re  having some m echanical
d i f f i c u l t i e s .  Can you hear me?
SPEAKERS FROM THE FLOOR [V a rio u s]: No, no!
PRESIDENT GIFFEN: T his i s  th e  tw o - th i r ty  c a l l  to  
a  tw o - f i f ty  m eeting . I  can t e l l  by th e  number o f  sm ilin g  
fa c e s  in  th e  aud ience th a t  we have a quorum p re s e n t .  For 
th e  new Members o f  C ouncil I  would l ik e  to  make an opening 
s ta tem en t th a t  I  may a b b re v ia te  a l i t t l e  b i t  because I  am 
su re  th a t  many o f you may have p lane  co n n ec tio n s  to  make, and 
I  would h a te  to  have you s t a r t  your new C ouncil a c t i v i t i e s  by
m issing  such a co n n ec tio n .
B efore p roceed ing  to  our b u s in e s s , I  would l ik e  
to  e x p la in  th e  n a tu re  of t h i s  opening m eeting . Some o f th e  
new Members of Council In  o th e r  years  have ex p ressed  d is a p ­
pointm ent a t  t h e i r  f i r s t  exposure to  a  C ouncil m eeting be­
cause i t  seemed so p re fu n c to ry  and because i t  looked as though
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a s te a m ro lle r  were o p e ra tin g . T his i s  what we c a l l  th e  o r ­
g a n iz a tio n  m eeting; i t  w il l  on ly  l a s t  an hour o r  so . The 
o b je c tiv e  i s  m ainly to  e le c t  an E xecu tive  D ire c to r ,  which I  
th in k  i s  a most im portan t th in g  to  do, and c e r t a in  Boards and 
Committees which, under th e  By-Laws, have to  be e le c te d  by 
C ouncil. There w il l  a ls o  be m eetings o f  th e  Foundation 
and th e  Benevolent Fund, o f which a l l  Members o f  C ouncil a re  
Members, im m ediately fo llo w in g  th e  m eeting .
In  p r a c t i c e ,  th e  r e t i r i n g  and income P re s id e n ts  o f  
th e  I n s t i t u t e  ge t to g e th e r  and decide whom th e y  would l ik e  
to  recommend fo r  th e se  v a rio u s  p o s i t io n s .  O bviously , we have 
to  be su re  th a t  th e  Members named to  th e se  im portan t p o s i t io n s  
a re  no t only a b le  to  make th e  im portan t c o n tr ib u t io n  but a r e  
w il l in g  to  se rv e . T his in v o lv e s  a c o n s id e ra b le  amount of 
thought and p re p a ra t io n , so I  am going to  o f f e r  from th e
C hair th e  recom mendations which Bob Trueblood and I  have 
ag reed  upon. You can , o f c o u rse , make nom inations from th e  
f lo o r  i f  you wish b u t, i f  th e re  a re  no o th e r  nom in a tio n s , we 
w il l  ask  you to  vo te by d i r e c t in g  th e  S e c re ta ry  to  c a s t  a
unanimous b a l lo t .
On th e  face  o f  i t ,  th e  p rocedure may seem to  be un­
dem ocratic but I  a ssu re  you th a t  we w il l  be g lad  to  answer 
any q u e s tio n s  you may have a s  to  th e  q u a l i f i c a t io n s  o f  any o f
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th e  c a n d id a te s  fo r  th e se  p o s i t io n s  which we p ropose . I  a s su re
you th a t  a g re a t many people have been c o n su lte d  and a g re a t
d e a l o f  tim e has been expended in  a tte m p tin g  to  ach iev e  a 
ba lan ce , bo th  g e o g ra p h ic a lly  and in  membership r e p re s e n ta t io n .
I  would a ls o  remind th e  new Members o f  C ouncil th a t
our working m eetings a re  held  in  th e  sp rin g  and on th e  day 
befo re  th e  annual m eeting which, o f  c o u rse , was th e  m eeting 
held  a t  th e  end o f  l a s t  week. T his o rg a n is a tio n  m eeting i s  
no t to  be tak en  as a sample o f th e  way we handle th e  I n s t i t u t e ' s  
b u sin ess  a t  th e  sp r in g  m eeting , when every  p ro p o s it io n  i s  open 
to  f u l l  d e b a te .
With th a t  word o f e x p la n a tio n , I  would l ik e  to  
proceed w ith  th e  agenda which we have developed fo r  t h i s  
o rg a n is a tio n  m eeting o f th e  C ouncil.
The f i r s t  item  on th e  agenda i s  th e  e le c t io n  o f  th e  
S e c re ta ry /E x e e u tiv e  D ire c to r . Now, I  have been here s in c e  
l a s t  Wednesday and th e re  i s  only  one man who came up to  me 
and o f fe re d  h im se lf  fo r  t h i s  p o s tio n . Let me see—y e s , John 
Carey! [L augh ter]
What i s  your p le a su re  in  t h i s  reg a rd ?  I  nom inate 
John Carey fo r  the p o s i t io n  o f E xecu tive  D ire c to r .
SPEAKERS FROM THE FLOOR [V arious C ouncil Members]: 
Seconded, seconded!
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PRESIDENT GIFFEN: May I ask  th a t  th e  New E xecutive
D ire c to r  be e n t i t l e d  to  c a s t  a unanimous b a l lo t  fo r  h im se lf
a t  t h i s  tim e? [L augh ter]
The nex t item  i s  th e  e le c t io n  o f  seven Members o f
th e  E xecutive Committee. The Members o f  th e  Committee th a t
I  am e n t i t l e d  to  recommend fo r  your c o n s id e ra tio n  a re  seven 
in  number—Horace G. Barden, I l l i n o i s ;  Matthew P. B lake,
New York; Maurice J .  Dahlem, C a l i f o rn ia ;  Malcolm M. Devore, 
New York; Claude M. Hamrick, J r . ,  G eorgia; W alter R. S taub , 
New York and R obert M. T rueblood , I l l i n o i s .  Are th e re  any
o th e r  nom inations?
[No resp o n se ]
SPEAKER PROM THE FLOOR [U n id e n tif ie d  C ouncil Mem­
b e r] :  Move th e  nom inations be c lo se d , w ith  th e  S e c re ta ry  to  
c a s t  one b a l lo t  fo r  th e  gentlem en named.
PRESIDENT GIFFEN: I t ’ s been moved th a t  th e  S ecre­
ta r y  be d ir e c te d  to  c a s t  a unanimous b a l lo t .  A ll th o se  in
favor?
[A ffirm a tiv e  resp o n ses  from C ouncil Members]
PRESIDENT GIFFEN: Opposed?
[No resp o n se ]
PRESIDENT GIFFEN: T here  w i l l  be a  b r i e f  m e e tin g —
I  say t h i s  somewhat a d v ise d ly ; i t  may not be q u ite  th a t
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b r i e f —in  th e  Kent Room of th e  new E xecu tive Committee. The
Kent Room i s  j u s t  o u ts id e  th e  d oo r, and you tu rn  to  your
l e f t .
The n ex t item  i s  th e  e le c t io n  o f s ix te e n  Members o f
th e  Committee on P ro fe s s io n a l E th ic s ,  and th e s e  a re  my recom­
m endations—R alph S. Jo h n s, I l l i n o i s ,  Chairman; P e te r  Arn­
s t e in ,  C a l i f o rn ia ;  K eith  A. Cunningham, New York; Henry C. 
E l f e r s ,  New York; C h arles  G. G i l l e t t e ,  New York; George E. 
Greene, In d ia n a ; John B. I n g l i s ,  Mew York; Joseph  S. K irch­
heim er, N orth  C a ro lin a ; Ralph E. Lee, J r . ,  P ennsy lvan ia ; W. 
E. O lson, I l l i n o i s ;  S. L. Ready, F lo r id a ;  H. F. R e is s , J r . ,  
New York; Fred Rohn, J r . ,  New J e rs e y ; Neal Y. R. S h e f f ie ld ,  
Texas; W. Kenneth Simpson, Kentucky and R obert E. W itschey, 
West V irg in ia .
Are th e re  any o th e r  nom inations?
[No resp o n se ]
SPEAKER FROM THE FLOOR [U n id e n tif ie d ] :  Move th e
nom inations be c lo se d  and a unanimous b a l lo t  c a s t f o r  a l l .
PRESIDENT GIFFEN: You have heard  th e  m otion . I s
th e r e  a second to  th a t  motion?
SPEAKER FROM THE FLOOR [U n id e n tif ie d ] :  Seconded!
PRESIDENT GIFFEN: A ll in  fav o r o f  th e  m otion w il l
p le a se  say "A ye.”
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[A ffirm a tiv e  resp o n ses from C ouncil Members]
PRESIDENT GIFFEN: Opposed?
[No resp o n se ]
PRESIDENT GIFFEN: And, c e r t a in ly ,  may I  thank  you 
up to  t h i s  p o in t ,  a t  l e a s t ,  f o r  a c c e p tin g  my recom m endations.
The n ex t item  i s  an e le c t io n  o f th re e  Members o f
th e  Board o f  Examiners fo r  th re e -y e a r  term s and one fo r  a f u l l — 
a o n e-y ear te rm , to  f i l l  a vacancy; fo r  th re e -y e a r  te rm s ,
Norton M, B edford , I l l i n o i s ;  Samuel I .  Diamond, J r . ,  Alabama 
and W illiam  D. G asser, New York; fo r  th e  one-year te rm , C la r­
ence F . McCarthy, I l l i n o i s ,
Are th e re  any o th e r  nom inations?
[No resp o n se ]
PRESIDENT GIFFEN: May I  have a m otion?
SPEAKER FROM THE FLOOR: So moved!
SPEAKER FROM THE FLOOR: Seconded!
PRESIDENT GIFFEN: A ll th o se  in  fa v o r o f  th e  S ecre­
ta r y  c a s t in g  a unanimous b a l l o t ,  p le a se  say "Aye. ”
[A ffirm a tiv e  re sp o n ses  from C ouncil Members]
PRESIDENT GIFFEN: Opposed?
[No resp o n se ]
PRESIDENT GIFFEN: The e le c t io n  of Two Members o f
th e  Committee on Adm issions fo r  th re e -y e a r  te rm s—Paul F.
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Wooden o f Maryland and Howard P. Z olan , C o n n ec ticu t. Are th e re  
any o th e r  nom inations?
[No resp o n se ]
PRESIDENT GIFFEN: May I have a m otion to  t h i s  e f ­
f e c t?
SPEAKER FROM THE FLOOR: So moved!
SPEAKER FROM THE FLOOR: Seconded!
PRESIDENT GIFFEN: So moved and seconded! A ll in
fa v o r , p le a se  say "Aye."
[A ffirm a tiv e  re sp o n ses  from C ouncil Members] 
PRESIDENT GIFFEN: Opposed?
[No resp o n se ]
PRESIDENT GIFFEN: E le c tio n  o f  one Member to  th e
Board o f Managers o f P ro fe s s io n a l Development fo r  a f iv e -y e a r  
te rm —James F . P i t t ,  o f  M innesota. May I  have a m otion to  
in s t r u c t  th e  S e c re ta ry  to  c a s t  a unanimous b a l lo t  fo r  Mr.
P i t t ?
SPEAKER FROM THE FLOOR: So moved!
SPEAKER FROM THE FLOOR: Seconded!
PRESIDENT GIFFEN: A ll th o se  in  fa v o r , p le a se  say
"A ye."
[ A f f i r m a t iv e  r e s p o n s e s  from  C o u n c il Members] 
PRESIDENT GI FFEN: Opposed?
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[No resp o n se ]
PRESIDENT GIFFEN: The E xecutive Committee a t  i t s
m eeting a t  th e  end o f l a s t  week s e le c te d  fo r  c o n s id e ra tio n  a s  
th e  a u d i to r s  o f  th e  I n s t i t u t e  fo r  th e  nex t year th e  firm  of 
von Minden, Bruneau and A ntonsen. We would l ik e  to  have your 
ap p ro v al o f our s e le c t io n .
SPEAKER FROM THE FLOOR: So moved!
SPEAKER FROM THE FLOOR: Seconded!
PRESIDENT GIFFEN: Moved and seconded! I s  th e re
any d is c u s s io n  on t h i s  m a tte r?
[No resp o n se ]
PRESIDENT GIFFEN: I  am sure th a t  you have heard 
th e  r e p o r t  o f th e  a u d i to r s  a t  th e  C ouncil m eeting . A ll th o se
in  favor?
[A ffirm a tiv e  resp o n ses  from C ouncil Members]
PRESIDENT GIFFEN: Opposed?
[No resp o n se ]
PRESIDENT GIFFEN: The nex t m a tte r  on th e  agenda i s  
th e  r e p o r t  o f th e  I n s t i t u t e  p r o je c ts  and a c t i v i t i e s  fo r  th e  
nex t y ear from our n ew ly -e lec ted  E xecutive D ire c to r ,  John
L. Carey.
MR. JOHN L. CAREY [E xecu tive  D ire c to r ,  American 
I n s t i t u t e  o f C e r t i f i e d  P ub lic  A cco u n tan ts]: I t ’ s r e q u ir e d ,
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by a r e s o lu t io n  of th e  Council many y ea rs  ago th a t  a t  i t s  
f i n a l  m eeting th e re  be a r e p o r t  from th e  S ta f f  on p la n s  fo r  
th e  year ahead . You have heard  a g re a t d e a l o f  r e p o r t in g  and 
ta lk in g  a t  t h i s  m eeting , and I  th in k  perhaps I  can condense 
t h i s  c a r e f u l ly  p rep a red  sta tem en t in  th e  i n t e r e s t  o f sav ing  
your tim e , but I  would l ik e  to  make a few p o in ts  th a t  John 
Lawler has p rep ared  th e  o f f i c i a l  p lan n in g  document o f  S ta f f  
a c t i v i t i e s ,  and co p ies  were se n t you b efo re  we l e f t  New York. 
They may no t have reached  a l l  o f  you b efo re  you l e f t  your 
homes, but he w il l  summarize t h i s  r e p o r t  b r i e f ly  to d a y .
The main p o in t th a t  I ' d l ik e  to  t r y  to  make i s  
th a t  I  f e e l  under some o b lig a t io n  in  t h i s  t r a n s i t i o n  p e rio d  
to  inform  you o f my own p la n s  and to  in v i t e  your ad v ice  or 
in s t r u c t io n  on how I  ought to  handle m yself in  t h i s  no-man’ s 
lan d  th a t  I  have r e c e n t ly  e n te re d . As you know, th e  C ouncil, 
l a s t  May, p assed  a r e s o lu t io n  to  th e  e f f e c t . . .
[Whereupon Mr. Carey proceeded to  d e l iv e r  th e  p re ­
pared  te x t  o f  h is  rem a rk s .]
MR. CAREY: Thank you, very much. [A pplause]
PRESIDENT GIFFEN: Thank you, Ja c k . I  w i l l  now 
ask  John Lawler to  t e l l  you what he has in  mind fo r  us nex t 
y e a r , a s  ou r Managing D ire c to r .
MR. JOHN LAWYER [Managing D ire c to r ,  American I n s t i t u t e
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o f C e r t i f ie d  P ublic  A cco u n tan ts]: Jack  and I  have been en­
gaged in  t h i s  tandem -b icyc le  a c t  fo r  a number of y e a rs , now; 
when he r e p o r t s ,  I  r e la x  and , when I  r e p o r t ,  he r e la x e s . The 
on ly  people who don’t  get any r e l i e f ,  I  g u ess , a re  you.
As he m entioned e a r l i e r  l a s t  week we sen t out t h i s
red -co v ered  b o o k le t, some se v e n ty -e ig h t pages; a few o f you 
may have re c e iv e d  i t ;  a l l  o f  you w il l  ge t i t  when you r e tu r n .  
I t  i s  a c o l le c t io n  o f  th e  p lan n in g  p ap ers  developed by th e  
n in e  D iv is io n  D ire c to rs ,  in c o n s u lta t io n  w ith  me, over a 
p e rio d  o f  some m o n th s ...
[Whereupon Mr. Lawler proceeded to  d e l iv e r  th e  
p rep ared  te x t  o f  h is  rem a rk s .]
MR. LAWLER: Thank you, very  much. [A pplause] 
PRESIDENT GIFFEN: Thank you very  much, John. I  
am su re  th a t  you a l l  know th a t  th e  sp r in g  m eeting o f  Council 
w i l l  be held  in  Miami, F lo r id a ,  a t  th e  D oral Country Club 
on th e  d a te s  of May e ig h t th ro u g h  e le v e n . The m eeting fo llo w ­
in g  t h a t ,  which o f course  we a r e n ’t  so concerned w ith  a t  th e  
moment but perhaps some of you would l ik e  to  j o t  i t  down, i s  
in  Boca R aton, F lo r id a ,  A p ril tw en ty -n in e  th ro u g h  May th e  
second a t ,  of c o u rse , Boca Raton H o te l.
I  would l i k e  t o  rem ind  th e  Members o f  t h e  C o u n c il ,  
both o ld  and new, th e  im portance o f  f i l l i n g  out th e  a tten d a n ce
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form s. I f  you have no t done so , be su re  th a t  you do and th a t  
?
th ey  a re  l e f t  in  th e  p la c e  where Miss A rli ss  can assem ble them 
and make a re c o rd  of your a tte n d a n c e . As you know, absence 
from th re e  co n secu tiv e  m eetings a u to m a tic a lly  " c re a te s  a 
vacancy" and th a t  t h i s  m eeting and th e  one held  l a s t  S atu rday 
a re  counted as  two se p a ra te  m eetings.
T his concludes th e  form al agenda o f  t h i s  m eeting .
I s  th e re  any new b u s in e ss  to  come b efo re  t h i s  o rg a n iza t io n
m eeting o f C ouncil?
[No re sp o n se ]
PRESIDENT GIFFEN: In  th a t  e v e n t, I  w il l  d e c la re  
th e  m eeting o f  t h i s  C ouncil ad jo u rn ed . Before reconven ing  
th e  nex t m eeting , I  would l ik e  to  e x p ress  ray a p p re c ia t io n  to  
Bob Trueblood fo r  h is  generous co o p e ra tio n  in  making th e  t r a n s i ­
t io n  from o ld  to  th e  new ea sy . I  am sure th a t  many o f you 
w il l  r e a l i z e  t h a t ,  in  a se n se , i t ’ s a t r a n s i t i o n  from a 
younger to  an o ld e r .
I  would now l ik e  to  s t a t e  th a t  th e  m eeting o f  th e
American I n s t i t u t e  o f  C e r t i f ie d  P ub lic  A ccountants Foundation
has been reconvened and , in  accordance w ith  th e  By-Laws, Bob, 
w il l  you come forw ard and p re s id e ?
CHAIRMAN TRUEBLOOD: The f i r s t  p ie c e  o f  b u s in e s s  i n
th e  Foundation Annual M eeting i s  th e  app roval o f  th e  m inutes
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of our m eeting on September 22, 1965, in  F lo r id a .  A ll Mem­
b e rs  o f C ouncil a re  a u to m a tic a lly  Members o f th e  Foundation . 
These m inu tes have p re v io u s ly  been d i s t r ib u t e d  to  you. May
I  have a m otion fo r  t h e i r  app roval?
SPEAKER FROM THE FLOOR [U n id e n tif ie d  Foundation  Mem­
b e r ] :  So moved!
SPEAKER FROM THE FLOOR [U n id e n tif ie d  Foundation  Mem­
b e r ] :  Seconded!
CHAIRMAN TRUEBLOOD: A ll in  favor?
[A ffirm a tiv e  resp o n ses  from Foundation Members]
CHAIRMAN TRUEBLOOD: To th e  c o n tra ry ?
[No resp o n se ]
CHAIRMAN TRUEBLOOD: The s ta te m e n ts  o f th e  Founda­
t io n  were subm itted  to  you on S a tu rd ay t w ith  th e  s ta te m e n ts  
o f th e  American I n s t i t u t e ,  and th e  r e p o r t  o f  th e  a u d i to r s  a ls o  
covered th e  f in a n c ia l  s ta tem en ts  o f  th e  Foundation . May I
have a m otion fo r  t h e i r  app roval?
SPEAKER FROM THE FLOOR [U n id e n tif ie d ] :  So moved!
CHAIRMAN TRUEBLOOD: Seconded?
SPEAKER FROM THE FLOOR: Seconded!
CHAIRMAN TRUEBLOOD: A ll th o se  in  favo r?
[ A f f i r m a t iv e  r e s p o n s e s  from  F o u n d a tio n  Members]
CHAIRMAN TRUEBLOOD: To th e  c o n tra ry ?
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[No resp o n se ]
CHAIRMAN TRUEBLOOD: The re p o r t  o f  th e  Board o f 
T ru s te e s  fo llo w s . They have held  two m eetings s in c e  th e  
Annual M eeting l a s t  Septem ber. Income from s e c u r i t i e s  o f  th e  
Foundation in  th e  amount o f  $26,600 has been re c e iv e d  on th e
 
c a p i t a l  fund d u rin g  th e  y e a r . Of t h i s  amount, 4 ,000 has 
been c o n tr ib u te d , a s  in  th e  p a s t ,  tow ard th e  support o f  th e  
I n s t i t u t e  L ib ra ry . I n t e r e s t  o f app rox im ate ly  $ 2 4 ,0 0 0 ...
[Whereupon Chairman Trueblood proceeded to  d e l iv e r  
th e  p rep ared  t e x t  o f  h is  rem ark s .]
CHAIRMAN TRUEBLOOD: I  would add th a t  our p re se n t 
e s t im a te , in  te rm s o f r a t e  o f  ex p e n d itu re  of th e  A ccounting 
P r in c ip le s  Board and a v a i la b le  funds o f  th e  Foundation would 
c a rry  th a t  program f u l ly  th ro u g h  f i s c a l  1967 and p a r t i a l l y  
th ro u g h  f i s c a l  1968. As you a ls o  know, a re s tu d y  o f  th e  en­
t i r e  f in a n c in g  o f th e  I n s t i t u t e ’ s g e n e ra l o p e ra t io n s  and r e ­
se a rch  o p e ra tio n s  i s  in  p ro c e ss .
May we have a m otion fo r  th e  app roval o f t h i s
re p o r t  ?
SPEAKER FROM THE FLOOR: So moved!
CHAIRMAN TRUEBLOOD: Seconded?
SPEAKER FROM THE FLOOR: Seconded!
CHAIRMAN TRUEBLOOD: A ll th o se  in  favor?
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[A ffirm a tiv e  re sp o n ses  from Foundation  Members] 
CHAIRMAN TRUEBLOOD: To th e  c o n tra ry ?
[No resp o n se ]
CHAIRMAN TRUEBLOOD: I  would suggest th e  fo llo w in g
s l a t e  o f O ff ic e r s  fo r  th e  Foundation  f o r  th e  coming y e a r—fo r  
?
P re s id e n t ,  H il l  G iffen ; Vice P re s id e n t ,  E. C. Leonard; T reas­
u r e r ,  Dave Linowes; S e c re ta ry , Jack  Carey and , fo r  th re e  
T ru s te e s  w ithou t " O ff ic e r” d e s ig n a tio n , Morie Dahlem, Wally 
Staub and m yse lf.
May I  have a m otion to  approve th a t  s la te ?
SPEAKER FROM THE FLOOR: So moved!
CHAIRMAN TRUEBLOOD: And, seconded?
SPEAKERS FROM THE FLOOR [V ario u s]: Seconded, seconded
CHAIRMAN TRUEBLOOD: A ll in  fav o r?
[A ffirm a tiv e  re sp o n se s  from F oundation  Members] 
CHAIRMAN TRUEBLOOD: To th e  c o n tra ry ?
[No resp o n se ]
CHAIRMAN TRUEBLOOD: The m eeting o f th e  Foundation
i s  now ad jo u rn e d , in  th e  absence of new b u s in e s s . I s  th e re
any new b u s in e s s , o r a re  th e re  any q u es tio n s?
[No re sp o n se ; la u g h te r ]
as P re s id e n t of th e  Benovolent Fund.
CHAIRMAN TRUEBLOOD: John Zebley w il l  ta k e  over
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MR. JOHN H. ZEBLEY, JR. [P re s id e n t ,  American I n s t i ­
t u t e  o f C e r t i f i e d  P ub lic  A ccountants B enevolent Fund]: Now, 
you w il l  p le a se  meet a s  th e  B enevolent Fund. A ll Members o f  
Council a re  Members o f  th e  B enevolent Fund. A quorum i s
p re s e n t ,  I  see .
The m inutes o f th e  l a s t ,  p rev io u s m eeting o f  th e  
B enevolent Fund which was held  on September 22, 1965, have 
been on f i l e  a w a itin g  your p e ru s a l ,  I f  you have seen f i t  to  
do so , s in c e  l a s t  S atu rday , and I  a ls o  th in k  you were m ailed 
co p ie s  of them about a year ago. I  ta k e  i t  a t  t h i s  tim e th a t
you wish to  approve th o se  m inutes?
SPEAKER FROM THE FLOOR: So moved!
PRESIDENT ZEBLEY: Thank you. I s  th e re  a second?
SPEAKER FROM THE FLOOR: Seconded!
PRESIDENT ZEBLEY: I t ' s been moved and seconded th a t
th e  m inutes o f  th e  l a s t  m eeting of th e  B enevolent Fund be 
approved . A ll in  fa v o r , say "Aye."
[A ffirm a tiv e  re sp o n ses  from Fund Members]
PRESIDENT ZEBLEY: Opposed, "No"?
[No resp o n se ]
PRESIDENT ZEBLEY: So, th ey  a re  approved . The a c ­
coun ts were subm itted  to  you in  co n ju n c tio n  w ith  th e  T reasu r­
e r ’ s r e p o r t  to  th e  annual m eeting . To make th e  th in g  b in d in g ,
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and so f o r th ,  I ’d a p p re c ia te  a m otion to  approve th e  a c c o u n ts .
SPEAKER PROM THE FLOOR: So moved!
PRESIDENT ZEBLEY: Thank you.
SPEAKER PROM THE FLOOR: Seconded!
PRESIDENT ZEBLEY: I t ’ s been moved and seconded
th a t  th e  acco u n ts  be approved . I t  doesn ’t  say "ap p ro v ed ,” 
h e re ; i t  j u s t  say s , we a re  supposed to  re c e iv e  th e  r e p o r t , 
I  g u ess , o f th e  a u d i to r s .  Anyway, you have done i t ,  and I 
w i l l  t e l l  you a l i t t l e  l a t e r  what th o se  acco u n ts  c o n ta in !  
[L augh ter] J u s t  in  case  you haven’t  b o th e red  to  look over 
on th e  f in a n c ia l  s ta tem en t to  th e  end o f Page Seventeen , 
which in d ic a te d  th e  a s s e t s  of th e  Fund to  be $507, 000, and 
th a t  we re c e iv e d  some $22,143 d u rin g  th e  year and expended 
$39, 596, most o f which, however, I  am happy to  say—$38,707— 
went to  a id  Members o f  th e  I n s t i t u t e  or t h e i r  f a m il ie s  who 
were in  u n fo r tu n a te  c ircu m stan ces f in a n c ia l l y .
The a c t i v i t y  o f th e  B enevolent Fund i s  c a r r ie d  on 
la rg e ly  by co rrespondence , th ro u g h  i t s  Board of T ru s te e s , 
which c o n s is ts  of seven Members. We do, however, have meet­
in g s  o f th e  Board o f T ru s te e s  tw ice  a  y e a r , once in  th e  
s p r in g , a t  th e  tim e o f th e  sp r in g  m eeting o f C ouncil and
ag a in  a t  th e  annual m eeting . We had a m eeting here in  Boston
l a s t  Sunday a f te rn o o n  which la s te d  about two h o u rs .
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In  connection  w ith  th e  f in a n c e s , in  connection  w ith  
th o se  a c t i v i t i e s ,  I ’d l ik e  to  p o in t out t h a t ,  s in ce  May, 1965, 
when a r a th e r  new p o lic y  was in au g u ra ted  seek in g  p erso n s to  
whom we might re n d e r  a s s is ta n c e  and making i t  more knowledge­
a b le  to  th e  members o f th e  p ro fe s s io n  th a t  we d id  have some 
funds a v a i la b le  f o r  th e  r e l i e f  o f  members who were, o r t h e i r  
fam ily  who were in  u n fo rtu n a te  c irc u m sta n ces , we have pursued
294 e n q u ir ie s .  We have made 294 e n q u ir ie s ,  la rg e ly  th rough  
?
th e  good o f f ic e s  of Miss Eunice M erit o f th e  I n s t i t u t e  S ta f f ,  
who in a u g u ra te s  th e se  th in g s  but by w rit in g  to  C ouncil Members 
to  fo llo w  up th e  s i tu a t io n  w ith  re g a rd  to  deceased C ouncil
Members and deceased Members o f th e  I n s t i t u t e  lo c a te d  in  th e
g en e ra l a re a s  o f  th e  C ouncil Members, and so in  th a t  connec­
t io n  we have been a b le  to  seek  out th re e  a d d i t io n a l—th re e
widows th a t  we have g iven  some a d d i t io n a l  f in a n c ia l  a s s i s t ­
ance to  d u rin g  th a t  p e r io d , in  th e  l a s t  e ig h te e n  months.
Other persons whom we helped  a re  brought to  our
a t t e n t io n  and t h e i r  needs a re  brought to  our a t t e n t io n  th rough
Members of C ouncil l iv in g  n ear them and from  s ta te - s o c ie ty
o f f i c e r s  o r Members who might happen to  th in k  of someone who
could be h e lp ed .
I ’d l ik e  t o  ask  a l l  o f you to  look around in  your 
r e s p e c tiv e  neighborhoods and see i f  th e re  happens to  be someone
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whom you know i s  a  Member of th e  American I n s t i t u t e , or h is  
widow or fa m ily , who cou ld  be h e lp ed , because we do have a 
s iz a b le  fund a v a i la b le  and , w hile we a re  not in te r e s te d  in  
spending a l l  o f our p r in c ip le —and, a s  a m a tte r  o f f a c t ,  t h i s  
p a s t year we went in to  th e  p r in c ip le  to  some e x te n t ,  beyond 
th e  amount o f our income—n e v e r th e le s s ,  t h i s  i s  w ith in  th e  
a u th o r i ty  of th e  c h a r te r  o f th e  B enevolent Fund, and we have 
th e  r ig h t  to  invade p r in c ip le  where i t  i s  n e c e ssa ry . So, i f  
you th in k  o f  anyone who could  be h e lp ed , or you th in k  th ey  
might be h e lp ed , p le a se  don’t  h e s i t a t e  to  w ri te  in  to  th e  
I n s t i t u t e  O ffice  and suggest t h e i r  name,
I  should warn you t h a t ,  when you do t h i s ,  you may 
be asked to  in v e s t ig a te  f u r th e r  o r ,  even i f  you don’t  sug­
g es t someone, i f  someone e ls e  su g g e s ts  a name in  your ne ig h ­
borhood o f  a Member who might be h e lp ed , you w il l  be asked 
to  make an in v e s t ig a t io n  and r e p o r t  back to  th e  I n s t i t u t e -  
in  co n fid e n ce , o f  co u rse—of th e  c irc u m sta n c e s . And, when 
you a re  asked to  do t h a t ,  p le a se  make your recom m endations 
com plete and b ea rin g  mind th a t  we on th e  Board don’t  know 
e x a c tly  and we need to  know some s p e c i f ic s  a s  to  what th e  
fa m ily ’ s budget i s  and what t h e i r  income i s  and what t h e i r  
expenses a re  and i f  th e re  a re  unusual c ircu m stan ces  due to  
i l l n e s s  o r h o s p i ta l  b i l l s —th in g s  o f th a t  n a tu re . We’d l ik e
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to  have th a t  s o r t  o f in fo rm a tio n , and we’d l ik e  to  have your 
recom m endation, s p e c i f i c a l ly ,  a s  to  how much, on a  monthly 
b a s is ,  p e rh ap s , you b e lie v e  should  be forw arded to  t h i s  
d ese rv in g  person  in  o rd e r to  balance h is  o r her s p e c if ic  
f in a n c ia l  budget on an annual b a s is .
So, t h i s  i s  one more r e s p o n s ib i l i t y  which f a l l s  to
th e  lo t  o f C ouncil Members.
I  th in k  I  have a lre a d y  sa id  what was w r i t te n  out
fo r  me to  say in  t h i s  page, and perhaps a l i t t l e  more. One
th in g  th a t  I  might add i s  t h a t ,  a s  you, I  am s u re , have h ea rd ,
a year o r so ago we re c e iv e d  approx im ate ly  $200,000 from a 
?
deceased  Member of th e  I n s t i t u t e ,  H arold Burton H a r t, and 
th a t  b eq u e s t, th e  income from th a t  bequest has enabled  us to  
have th e  a d d i t io n a l  moneys w ith  which to  o p e ra te  th e  B enevolent 
Fund, which has made i t  unnecessary  fo r  us to  re q u e s t c o n t r i ­
b u tio n s  a n n u a lly  from th e  Members o f th e  I n s t i t u t e  tow ard t h i s  
Fund. You probab ly  r e c a l l ,  in  th e  p a s t ,  th a t  th e  b i l l  fo r  
dues used to  have an e x t ra  l in e  added to  i t  fo r  your p le a su re  
in  add ing  som ething beyond your dues to  th e —to  be added to  
th e  p r in c ip le  o f  th e  B enevolent Fund. T h is , we have no t done 
in  th e  l a s t  y e a r , and I  guess we w il l  no t do i t  t h i s  y e a r.
Now, t h i s  c o n s t i tu t e s  th e  r e p o r t  o f  th e  Board o f 
T ru s tee s  o f th e  B enevolent Fund. I  hope th a t  someone w il l
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approve th e  r e p o r t .  I  make a m otion to  approve th e  r e p o r t .
SPEAKER PROM THE FLOOR: Move i t  be accep ted !
PRESIDENT ZEBLEY: Thank you. And, i s  th e re  a
second?
SPEAKER PROM THE FLOOR: Seconded!
PRESIDENT ZEBLEY: I t  i s  moved and seconded, th e  
r e p o r t  be re c e iv e d  and a c c e p te d . A ll In  fa v o r , say "A ye."
[A ffirm a tiv e  re sp o n se s  from Fund Members]
PRESIDENT ZEBLEY: Opposed, "No"?
[No resp o n se ]
PRESIDENT ZEBLEY: I t ’ s re c e iv e d . I  would be g lad  
to  endeavor to  answer any q u e s tio n s  anyone may have re g a rd in g  
th e  o p e ra tio n  of th e  Fund, o r th e  a c t i v i t y  o f  th e  p a s t y e a r .
[No resp o n se ]
PRESIDENT ZEBLEY: H earing none, th e  next o rd e r  of
b u s in e ss  i s  to  e l e c t  seven Members o f  Council to  Serve on th e
Board o f T ru s te e s , f o r  th e  ensu ing  y e a r . I  might say t h a t - -  
w e ll , I  won’t !  Here comes th e  Nominating Committee.
MR. GIFFEN: We would l ik e  to  propose fo r  e le c t io n
9 9• •
to  th e  Board of T ru s te e s  George D. B a ile y , R ichard  L. B arnes,
? ? ?
David F . Linowes, Louis H. P i l l i a r ,  John Keenan, Roger W elling­
to n  and John H. Z ebley , J r .  I  propose th a t  we in s t r u c t  th e  
S e c re ta ry  o f th e  Foundation to  c a s t  a unanimous b a l lo t  fo r
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th e se  new T ru s te e s .
SPEAKER PROM THE FLOOR: So moved!
SPEAKER PROM THE FLOOR: Second th e  m otion!
MR. GIFFEN: I s  th e r e — i t ’ s been moved and seconded
th a t  a unanimous b a l lo t  be c a s t  fo r  th e se  T ru s te e s . A ll in
fa v o r , say "A ye.”
[A ffirm a tiv e  re sp o n se s  from Fund Members]
MR. GIPFEN: Opposed?
[No resp o n se ]
MR. GIPPEN: Thank you, John.
PRESIDENT ZEBLEY: Thank you, H i l l .  Those g e n t le ­
men, I  m ight j u s t  add , a re  th e  same ones who have served  
d u rin g  th e  p a s t y e a r.
The nex t o rd e r  o f b u s in e ss  i s  ”New B u s in e s s .” I s
th e re  any new b u sin ess  to  come b efo re  th e  B enevolent Fund?
[No resp o n se ]
PRESIDENT ZEBLEY: Seeing no one r i s e  to  t h i s  
p o in t ,  I  announce th a t  th e  m eeting o f  th e  B enevolent Fund 
i s  now ad jo u rn ed .
MR. GIFFEN; Thank you, John. T h is concludes th e  
b u sin ess  a t  t h i s  se s s io n  o f C ounc il. Does anyone have a 
q u e s t io n  a t  t h i s  p o in t  t h a t  we m ight an sw er f o r  you?
[No resp o n se ]
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MR. GIFFEN: Be sure to  f i l l  ou t your a tten d a n ce  form s, 
and thank  you very much f o r  being  so p a t ie n t  in  s ta y in g  fo r  
th e  m eeting .
[Whereupon, a t  tw e n ty -e ig h t m inutes p a s t th re e  
o ' c lo c k , th e  se ss io n  was co n c lu d ed .]
